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IBSTR&CT

The objective of this thesis is to) review the management

control system of the Unitad states Na.vy Flight Operations

(OFC-Q1) funds at the lisaijuarters,, :o3mmander, NIaval Air

Forces,, U.S. Pacific Fleet (CNlkP) . Data was collected from

OFC-O1 funds administrators, obtainel through field visits

and telephone interv~evs, and comparal with Type Commander

directives; and research on management control systems.

Specific areas described La the reseirch Included the
administration and flow of OFC-01 funds, the Budget OPTAR

Report,, and the Navy Flying; Hour Pcogram.

The conclusions contained in this thesis providei an

evaluation of the strengths and weakassses of the OEC-01

management control system. Strengths include a well

developed information system,, an qstablished finiancial

structure, and a strong structuaral o::ganization. Weaknesses

include a flow of funds that does not follow thm- operational
chain of command and a lack of formal feedback from CNAP to
the squadron level. Specific recommenlations are provided

to improve the management cortrol of )FC-O1 funds.
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k. BACKGROUND

Within the Department of the Navy operating force

structure, the Commander, Naval Air Forces, United States

Pacific Fleet (CNAP) and the Commanadr, Naval Air Forces,

United States Atlantic Fleet (CNALI serve as aviation Type
Commanders (TYCONs) . Their primary nission is to train and

support aviation forces (including Mirine air forces) in

"order to fulfill the operational ragirements of their

respective superior Fleet 'oamanders. The budgeted cost of
each aviation TYCOM to provide that support for fiscal year

1982 (FY 82) is in excess of $1 billLon.

The funds utilized by ZNAP and CN&L to support their

various aviation and other supported units are provideid by
their respective superior Fleet Comminders, that is the

Commander-in-Chief, Unitel States Pacific Fleet (CINCPACFLT)

and the Commander-in-Chief, United States Atlantic Fleet

(CINCLANTPLT). CNAP and .:NAL ire -xpanse limitation holders

for the funds they receive and maintain legal responsibility

under Section 3679, Revisel Statutes, for the licgest
portion cf their budgets. Both Type Commanders issue

Operating Budgets (OBs) to themselves in order to finance

headquarters Staff and oth.r centrally administered costs

such as ship and squadron operations and temporary
additional duty. Naval ai: stations and shore activities

under CNAP's and CNAL's administrativa command are granted

separate OBs for base operations and are issued reimbursable

orders fcr Flight Operations funds.



Air stations and shore activities manage their funds in

accordance with the guidance provilel in rInl2

M• r% 21 1 Srfgoi§ (DepartmentaL and Field Activities)
(NkVSO P-3006). The operating forces are guided by

Z~gja; Anas 21 aijgUrL.• (Operating Forces) (NAVSO
P-3013) . Additional finanzial management and information

systems guidance is proviead by the .hief of Naval

Operations (CNO) and CINCPkCFLT/CINZL&NTFLT. rho guidance

provided for the manageaent of resources for operating units
(departmental and field activities a.id operating forces)
pro vides:

(1) mor.etary Ird quanti Jtve f cma+.ior that will enable
Sanagers to ef ecively Vnave •f-lintly manage resources

made available;

(2) operating budget rantdr• &n• ther levelso
zalageyent that . eg~e oe.3nformaton necessary ior
offect.hve coordinallon and control of resources; and

(3 .fQr the determi at' + of the cost of operations of an
ac •ivty in terms of the total rasources consuae or
applied. (NAVSO P-3006, 1975, p.1-3)

To facilitate the management and accumulation of cost
data based on the nature of an expenasa, funding for

operating forces is dividl, in part, into OPTAR Functional

Categories (OFCs). Examples of OFCs are OFC-01 - Flight
Operations and OFC-50 - Aviation Fleet aIantenance. The
OFZ.s aýe further stratifi-1 by Fund :ode. Fund Codes are

two-diqit codes (e.g., 7B, 7F, 9j) relating to a Five Year

Defense Program and the appropriate expense element
(C3MNAVAIRLANTINST 7310.1Q, 1980, p.11-2).

Flight Operations (OF.'-01) funds are those funds, ani

costs, associated with the operation of aircraft. OFC-01

funds are provided to support petrol~em, oil and lubricants
(P3L), and other flight operations requirements. Management

of those funds is the respinsibility 3f the Staffs at CNAP
and CNAL. To ensure adherence to CN:) financial guidance,

the CNAP and CNAL Staffs continuously review budget

performance, both by activity and by funding category.

11
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They submit monthly reports on the status of Flight
Operations costs to CNO (IP 512 . The reporteqd Flight
Operations information, along with related information on
Aviation Fleet Kaintena2ce (&FM) funis, is used..."in CNO to
monitor Flying Hcur Program execution, to generate a factor
input for future programs and to respond to high level
inquiries and await reviews. rt is of utmost inportance
that it be accurate and timely" (OPNIVINST 7312. ID, 1980,
p.9). The information asel in CNO to monitor the Flying
Bour Program (FHr) by reviewing the monthly Flying Hour Cost
Report (FHCR), is taken from the BSulet OPTAR Reports (BORs)
submitted to CNAP and CNAL by aviation units with Operating
Targets (OPTARs).

The BOR is categorized by )FC wita a separate report for
each OFC and further stratified by fund code. The OFC-O1
BOR reports the foliowin; informatioa required for the
proper management of Flight Operatioas funds:

(1) cumulative obligations,

(2) hours flown during the month by applicable aircraft
type equipment cole (TEC),

(3) cumulative flight hoirs flown for the fiscal yea= to

date (PYTD) by applicable TEZ, and

(4) gallons of fuel coneimed during the report month.

Because of the BOR's importance in the financial management
control system for Flight 3peratioas (DFC-01) fands, the
accuracy of the flight ýparations information on the BOR is
critical in supporting a successful Flying Hour Program
(FHP). However, based on discussions with CNAP Staff
personnel, it appears that the inforiation provided to CNO
does not totally meet the 3tated criterion of accuracy.

12



This poses at least two important questions:

(1) What is the impetus for Squadrcn Commanders to compare

squadron performance with the Z.3 budgetel cost per

hour ?

(2) What can be done to ensure correct fuel consumption

data?

This thesis takes a criti=al look it these two juestions by

investigating the C.NAP maaagement coatrol system for OFC-01
funds.

B. SCOPI

This thesis reviews the management control 3f Flight

Operations (OFC-01) fun-s it CNAP. rhe FY-82 CN&P budget

calls for the expenditure of $522 million for Flight

Oparations support. Combined with the Aviation Fleet

Maintenance (AFM) budget Df nearly $200 million, direct

aircraft support costs account for approximately 66.8

percent of CNAP's annual badget. rhas, effective management

of these funds is crucial to the proper allocatiin i.r

utilization of CNAP resou.ces.

Although very much relaited, an aaalysis of the

management control of AFM funds is nDt within the scope of

this thesis. Since OFC-01 and AFM zDsts are coibin.d to

produce dire.ct aircraft sapport cost3 (e.g., total cost per

flying hour), there are many common problems in their

management control systems. For a review of the management

control system for AkF funds tae railer is invited to see

the NPS theses on the subject by Raily and Sheppard (1980)

ani Bozin (1981).

13
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C, OBJECTIVES

Relating to the questLons posel, the specific objectives

of the thesis are:
(1) To develop, from the accountin; and related

literature, a management control model;

(2) To describe the mlni;ement control system for Flight

Operations (OFC-01) funds used by the Staff, N&I;

(3) To compare the control systea presently utilized at
CNAP to the model developed from the accounting and
related literature; ind

(4) To provide conclusions and recommendations based on
that comparison.

D. RETHODOLOGY

The thesis contains ths, information necessary to develop
a complete description of the management control syst.m for
Flight Operations (OFC-311 funds at the Headquarters, CNAP
and to develop a valid management -oatrol model based or the
accounting and related lit.rata.e. rhe information
collected and reviewed in.-luded current Navy instructions
and directives pertaining to Flight 3perations (DFC-01)

funds, management control literature, and previous studies
of Type Ccmmander funds a::our.ting and management,
particularly the theses on the management control of

Aviation Fleet Maintenance funds by Raily and Shepparl
(1980) and Bozin (1981). Vis-ts to tia Headquarters, CNAP
and oral and written correspondence with CNO, NAP, and CNAL
Staff personnel udre vital to the information collection
process and provided immeasurable assistance in reviewing
the current instructions, poli-ies Lai procedures.

114
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g. ORGMIUZ&TIOI

The thesis is divided into five chapters.

Chapter One provides an introduction to the
organizational structure of the aviation Type Zosmanders, a
brief explanation of the importance of valid flight
operations information,, the scope to the thesis, the
objectives of the thesis, %nd the methodology used in
writing the thesis.

Chapter Two attempts to develop in acceptable
management control model based in the accounting and related
management literature. M.aagement =o.itrol is defined, the
characteristics cf control in organizations are discussed,
and the necessity for adeguate management control in the
effective and efficient use of resources is demonstrated.

Chapter Three describes the mina;ament control system
for Flight Operations (OF'.-O1) funis used by ths Staff,
Cosmander, Naval Air Forces, United 3tates Pacific Fleet
(Ca AP).

Chapter Four provides comparisons between the management
control sytem developed ia the model and the management
coatrol system for OFC-01 used by the Staff, CNAP.

Chapter Five presents 2onclusi3n3 drawn from the
comparisons made, the strengths and weaknesses )f the CNAP
management control system for 3FC-O1 funds, and
recommendations to improve the managnment control of OFC-01
funds. Finally, the chapter indicates two areas for

possible future study.

15
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A, INTRODUCT ION

The purpose of this chapter is to develop a

management contrcl model based in the accounting and related
literature. The model developed is Daly one representation
of a manaqement control system. As Buske has pointed out:

here i-s no Ae4initivs a~del of maagement control. Whs
3ne reason is Y at t theory upon w ich al of t mo
are based is weak. n particular. element or•relationship
could be questioned ani possibly diagrammed differently,
because there are compet2ng explanations for what happens
(1982, p.5).

The chapter consists of three parts. First,
management control is defiaed and its importance in
organizations is explainel. Part two discusses the concept
of control and identifies various char•cteristics of

maaagement control systems. Finally, management control in
organizations is discussel in I-tail. Specific items
covered include design of :ontrol systems, goals and

objectives, measurement devices, aal performance monitoring
and appraisal.

2. DUMMY-= q21fr21

a. Management Control Defined

M1anagement :ontrol as it is known today has its

roots in the scientific m•aagesent movement of the late
nineteent-h and early twentieth centuries (Houck, 1979) . The
major emphasis in managsma2t control is on efficient and

effective use of resources. As Anth'ny and Herzlinger point
out..."management control Is the pro.ess by which management
assures that the organization carries out its strategies

16



effeztively and efficientlyy" (1980, p.3). it focuses or. the

planning and conduct of functional a:tivities

ani..."addresses itself tD the praguatic planning and
evaluation of functional operations with the specific
objective of establishing and maintaining efficient conduct
of interrelated activities of in organization
anI...effectiveness of resources based on clearly

established standards and 7uidelines" (Houck, 1979, p.211).

b. The Need For Management :ontrol

There are at least four key reasons for

management control in organizations.
First, in carcying out its work, management must

make choices or decisions. To contribute to good decision
making the information ani control System Must get the right
information, in an understinda3le foru and amouat, to the

inlividual or individuals who need it (Lawler and Rhode,
1976).

Second, coordinating and controlling the
activities of members of Dcganizati:as are difficult tasks.
Coordinating those activities inevitably leads to som- type
of control (Lawler and Rhode, 1976).

Third, managaiant must hive reports for its own
use and '_t must generate :sports for )utside parties
(Anthony and Herzlinger, 1980).

Finally, management must do what it can to
assure that resources are ised efficiently and effectively
(Anthony and Herzlinger, 1980).

17



B. CONCEPT OF CONTROL

Control has been variously defined as

(1) the process by which management &ssures that resources

are acquired and attlizel to a.--omplish organizational
goals (Anthony and airztinger, 1980) ;

(2) the monitoring of plans and piapointing of significant
deviations from them (Bobulinski, 1981);

(3) the methods and pro.--dures wbi:h ensure the efficient

and effective use of all resources (input) in relation
to mission performam.:e (outputs
(NAVSO P-3006-1, 197S);

(4) the process of trying to achieve conformity between
goals and objectives (Copeland and Dascher, 1974); and

(5) The rules and repetitive por.-edares that provide for
data accumulation ana communia-tion aimed at
facilitating decision making (lorngren, 1977).

The common element in thesa and oth.er definitions of control
is a decision making process that supports the efficient and
effective use of resour:es.

A review of the literature indicates that to
suasessfully implement & given cours. of action and to
effectively use the resulting feedbazk, a management cont:ol
system must have at least four important characteristics.

First, any control system has at least five
essential elements:

(1.in information sy3teR that rec3rds the progress of anac•. vityl,

(2.a strgctural organizition element to which the
activity is assigned,

13



(3) .• formal repjrting d1cument fto generating "feedback"' tte organliza lon unit*

p planncd oi ireditaeiined activit measure 4gain
,, , tual aiveant measures -an Ze comparea, .

(5) a dec4 ion king c abi t t at *its Vithi ithe
ornizat!o un to that 4. Drn tac levement oeval ton ma 'with'tht ptanned leve1 (Houck,
19791, p.3).

Secondi, a formal =inagasent -ontrol system is a
total system in the sense that it embraces all aspects of

the organi~zation's opertion (knthony and HerzlLnger, 1980).
As Amoy points outs,

A system...behaves as a whoe the thanges in every
elemnt are depend ent on all the ot0erf....You cannot sum
up the behavior of the whole from tae isolatal parts...you
havy to take into accouat the relations between the
various subordina ted systems and the systems which are
super-crdinated to them in order to understand the
behavior of the parts (1979, p.631.

Third, control systems help provide goal congruence
and inxcentive through the use of technical tools (e.g.,
bulgets, standards, formal measures of performance) that
provide information and feedback (11orngren, 19771. Lawle:
ani Rhode would call this "influenciag behavior"; a crucial
aspect of any control system (1976, .. 6).

Finally, management control systems are built around
a financial structure; that is, resoarces are expressed in
monetary units (Anthony ani Herzlinger, 1980). Anthony and
Herzlinger write:

honey s the o•1y commod denominator by means pf whic4 theheteecgenous elents or rsourcas can be comb.ned and
comparede....The accounti.g systa. provides a anifyinq core
to which other types of informatioa can be related (1980,
p. 18).

From the four control system characteristics, it can
be seen that management control systems are concerned with
the organization as a whole. rhe focus of the ianagement
control system is on usin; some abstract form of reality
such as financial inforaation as a common denoainator in
establishing goals, monito.:ing performance, measuring
performance, rewarding satisfactory performance, and
revising the initial goals and plans.
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C. ttUAGURENT CONTROL IN 3RG&I'ZkII3NS

Managemeot control in organizations is an

organization-wide effort. Euske states:
Manas ement oon÷xol dea'3 w~th a limited number ?f
vara&bles that tend tob, i.nterna. to the organization.
hlso, the variables are related to a relat•vely
Ili d fined set of predictable probleqs or Ssltua "?o.s.:..h. e primaa inrolvamant in mana&een

contro. y line managers and top managemenC. They are
the inaividuals whose parformance ls measured by the
mantgement control system . rhe Unie managers are also the

d!nd vduals who must Lnfluence the other ins managers in
Ja fght of the data drawn from the management control
system.
f -ivn the focus of mana~ ment control and the variables in
it, the data for managela nt :ontr* ol:

(1) tends to be in monetary terms,
(2) tends to be interailly oriented and historical,

(3) results from clearly defined sets of problems, and
(4) tends to be rhythmic in naturs. (1982, pp. 6-8).

h largo, part of the organization-wide effort in
controlling an organization... "depenis on knowing how to
manage human resources effectively - in selecting staff, in

dealing with human error, in introluzing organization
changes, in motivating people to bm.tter efforts, and in
training and guiding people" (.ocklc., 1972, p.9). In ordar
to manage those human resources effs=tively, the
organizational structure ind control system must fit the

needs of its employees (Sibson, 1976). If the structure and
control system are at odds with the aeeds of its employees,
employees may behave in ways that look good in terms of the

control system measures bit that are dysfunctional as far as
the generally agreed upon goals of tae organization (Lawler
ani Rhode, 1976). Thus, when one looks at the different
aspects of management control in organizations, human
resources must be consideced a vital element in the
environment surrounding the control system.
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This section of the thesis looks at four aspects of

control in organizations:

(1) the design of control systems,

(2) goals and objectives,

(3) measurement devices, and

(4) performance monitoring.

2. Dfesi•§ of Control Sstejms

While the need foc gool manag-ment control systems

is documented in much of the accounting and management

literature (e.g., Anthony and ierzliager, 1980; Lawler and

Rhode, 1976) poor decision making and improper utilization

of resources is wilesprsal i- both the private and public

sectors (Staats, 1981). This is due, in large measura, not

to the lack of control systems but rather to poorly designed

or poorly implemented control systems. Messal writes,

The means of control include, but are not limited to form
of organization policies, systems, procedures,
instructions, -4andarls, committees, charts of accounts,
forecasts, budgets, schelules, reports, checklists,
Ievices, and internal aad-":n t ecomes apparent then
that the design and implementation of controls will have a
profound effect on the performance of an organization
(1981, p.28).

Because of its impact or. organization performance,

control system design must be a carefully planned and

executed process. In the model dsveLoped in this thesis,

the design of management control systems is accomplished in

three phases:

(1) management must view the organization as a system,

(2) the control system must be designed with the

characteristics of the organization and its

environment in mind, and

(3) management must review the constraints placed on the

desired control system.
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a. The organization as a System

in its simplest form, in organization can be

viawed ir what Ivancevich, Sz~iagyi., and Wallace term the

socio-techn-Ical systems molel. Showai in Figure 2-1, the

molel is an input-transfociatior.-oLtpat system. The system

involves a number of activities,, niamly receiviag inputs,

transforming inputs, coate-31liag, co:)rdinating, and

aainta~ning the transformiation activities, and generating

I -----------

->fINPUT --- > RMAIO PR)CESSI--> U(TPUTf1->

--- ----- ------- >1<...........

FEEDBACK (INTERNAL) I
I CONTýROL F kINTENANCE ICOORDINkTIONJ
T PEEDBA:K (ECERNAL

Figure 2. 1 A SOCI3-TECHNIC&L SYSTEMS MODEL.

outputs.

b. Characteristics of the organization

Although numer~us limensions of organizations

exist, the organ i1zationij. zharicteristics to be liscussed in

the thesis model are: (1) the degree 3f decentralization,
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(2) budgetary control, (3) span of control, (4) flow of
spending authority, and (51 the internal review function.
Each of the characteristiZs is intagril to organizations and
organizational structures ind is supported in the accounting
and managerial literature.

(1) Mai• a: 2 tniza in.- rhe first

major organizaticnal characteristic to be discussed is the
degree of decentmalization within th3 organization. The
tendency toward decentralized operit.oDns is..."one of the
most striking characteristics of business operations and
organizations during the pist 15 yea.s" (Moore ind Jaedicke,
1972, p.5 4 2). Decentralizitioa is a tendency which

coincides with the rapid growth of business combinations and

mergers and has two specific advanta;es. It provides a
systematic means of delagiting a portion of the
decision-making responsibility to operating people below top
management and mctivates minagers in charge of certain
"organization activities by briagirg them more closely in
touch with the organization's objctivves (Moo-s and

Jaedicke, 1972). By deceatralization, top management In

both the private and public sectors acknowledges its
inability to handle the number of decisions which must be
made in the organization. Copeland iad Dascher write,

Routine decisicns in olge Qrganizitions are too numerous
for top management to am i•nlser. Both the 4mna rial
•ierazchy and the number 0P resoarces that must De
controllea mushroom in si e, Top sanagers in centValized
Drga4izat ons lose the ib il.ty t5,clspogd gutckly if they
are innun atej w.tl.pr1 rems . .qui nj ec.slns the
Decentra. zat oa ew-ies ons .- b em b forcing the
information flcw and dati collect torocelurs to ad ust
to the needs of the new 3rganizatiDnal structure (1971,
p. 4 0 8).

As the 3:ganization grows the management

of the centralized organizLtion quictly becomes "ovsrloaded',
with the decision making pcocess. At the same time, the

decision process in the decentralize! operation is pushed
further and further down the hierarchy.
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The primary means 3f assuring top
management control in the lecentralized organization is
through responsibility-=enter managazent (Copeland and

Da3cher, 1974). Responsibility-c-.ntar managemeat stresses
accountability for managerial actions. According to Moore
and Jaedicke, the managemsnt of each division has some
authority for making decisions and thus becomes responsible
for a segment of the organization's performance. They add
that "even though the actail dalegatLon of decisions may
differ from organization to organization, the spirit of
decentralization is to divide an Dr;anization into

relatively self-contained livisions ini allow these
divisions to operate in an autonomous fashion" (1972).
Ideally, division performance results are recorlad and
automatically traced to the indivilual at the lowest level
of the organization who shoulders priiary day-to-day
responsibility for the action (Horngran, 1977). In the
responsibility-center conrapt the minager is not subject to
day-to-day monitoring of his dacisio.s. However, "...he is
accountable for the results through .esponsibility
accounting - the mechanism that supplies the desired balance
to the greater freedom of action that top management is

given" (Horngren, 1977, p.157).

(2) J!1tn CZ While the degree of

de:entralization may differ from one organization -o
another, budgetary control is one of the principle steps in
the management ccntrol process in all organizations (Anthony
anr Herzlinger, 1980). As reported 16i Livingstone, Lowe and

Shaw state that:
uhe annual udo•" eduri is orobably the most

sportant singW e de!J n and icoutol outing or a firm
from bDth the orgar.n at otal md ec-aomlec management

ievwpo nts From t e orianizltional viewpoiat the annual
to;ecast o? exct•ed cas3 a an revenues iM a seans -.hrouah
which management is a&bi to agra .o3m planned ahllocatio.
Of resources.a.. From t.e ezonomic ve wtont, the

s h o r -t o e b d ~ m i s g s u l ~ l v a n i m p o r t a n t d e t e r i a toL
number o0 economc de4 i - on%. he outcome measured .. will
normally present either the probl3as of an insufficlency
ort of an overabundance (1975, p.2).
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The eapmiasis on the budgeting process and
budgeting control in controlling an Drganization is further
supported by Mathur (1979) and Moore and Jaedicke (1972).
Moore and Jaedicke offer the following description:

rhe plans of ma.aqement are incororated into a budqet for
the comeany ant the &41a a res. .3 of operatign are
aea uryd ana comiale with dhe nul;,tj Signiicnl e to
varatons are rv eved and in te vast-ga*n 9s made to
determone the causes for variation. Correct$va steps are
taken. Perhaps tight•; -ontrol may be exercised over
operatýons, or if conýitlopsh awe ;.nged,.thi3 should be
recounzed in a revisi. ohe origina plan (1972,p. 578).

Mathur's representation of this mose, is shown in Figure
2-2.

PAs a major feature of the management
control process, budgetary control helps assure nanagement
that the organization is operating t2a way they want and
that resources are being innaged effectively. kdditionally,
it enhances management control by prDviding a means of
coordinating activi-ties, by giving minagement a means for
self evaluation, and by making it possible to 29asure
progress (Moore and Jaedicke, 1972).

(3) •aj_2 .. nn.gj. -3pan of control refers
tc the number of subordinates or activities which a manager
or supervisor can effectively mana;9. In the highly
centralized organization, 2anagament aay directly control
from as few as three or four employees to as many as a
hundred. In the decentralized organization,
responsibility-center manigemant breaks an orgaaization into
many working units - ea:h designed with its own appropriate
span of control. What .onstitutes ia appropriate span of
control is dependent on s.weral facttrs. Included among
them are:

"how much profession vork or i•mLni trative worg the
sanage; must persona . erfo m; t e egres to w h.c the
supervsor must get n olved in w k in order to manageaf:ect'vely; the diversity of p ions that are3uperv~rsed; t~he n mber of relaion' ips, othar thani superv~sor-subordinate calationshi~s which the supervisor
uat maintain on a regular and contnuing basis" (Sibson,
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(MIathur, 1979, p. 7 1)

Fiqure 2.2 BUDGErIIG CONTROL FEEDBACK IODEL.

(4) E91 at • i.,n t be flow-of
spending authority should give the ismediate superior

organization the $power of the purse' over its subordinate
organizations. If the immsediate superior organization or
command is to maintain effective control over its
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subordinates, spending authority chould follow the

operational chain of coamiad. As hathony writes, "spending
should be authorized from higher levels to lower levels

according to the formal or;anizational hierarchy.
Difficulties arise when funds ire razeived from sources
other than higher authority in the organizational hierarchy"

(Anthony and Herzlinger, 1980, p.4381 .
(5) Inlaral 1.11ill. rhe final organizational

characteristic which must be considered is the internal

review or internal audit function. rnternal auditing or
reviev, as defined by Sawyer is:

an indepen ent appraisal, of the liv rse oierations and
controls wvth.nin crganization to Seterm ne whether
acceptable policOes and procedures ire followed,
estiblished standards :9 met, resources are used
of cigntly and e onomi.-lly, anj the oan.zation's
obsectives are be ng ach sve (181 p.6.

The management cctrol system in l.arge organizations should
S~have an internal audit staff to ensure that the control

system is effective (Anthony and Harzlinger, 1980) . The

primary purpose of the intarnal audit staff is to assist
management in evaluating the functioi of systems and

controls (Pomeranz, 1976). Pomezanz guotes the Comptroller

General of the United States:
hn important sol~rce of inforipation is the in~ernal audit
organization which condu-ts ind eaenlant examina-'ion ani
maKes reports on its f4rlings an? &ppraisals of operations
ind performance. The Internal audi function uniquely
tugppements routine management checks through its

ndependent approach ani methods of review. This function
s one of the essentia] tools of management complementing

all other elements of management zontrol (1§75, p.88).

c. Constraints on the ConirDl System

The third and final phase in designing a

management control system is to review the constraints on

the desired control system. Two of the major constraints on
any control system are: (1) its ablLity to collect valid
data and (2) the d.gree of control ia the system (Lawler and

Rhode, 1976).
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(1) [•£ a : •CoLlecting valid data is a

major problem in control systems. Liwler and Rhode write:

Sh*I a: tt the t esa ::io ris l consciously
,]Yr•..971; l n, mora ani Banks, 1 6P.cet •!grew,

19,, r. b1),, 19 ne reason for such falsi Lcat on
seems to be to cover i pErrors of poor poerormance.
Pnothef r a ton.i beci s as controla ygto s somnt mes demand
Wa tat s. t P•le are not and canaot be collected. Faced
w this stt aau on e• mployee smay zhoose to estmate the
Ia&a rather than admit that t doe not. exist (1976,

Whether or not lower level managers submit
valid control reports depends on top management emphasis on
those reports. Lack of attention to reported ioformation by
top management will result in hastilT accumulated and
unvalidated information from suborlinatg manaqacs. This
invalid data does little to support effective decision
making. The information ind control system must provide
valid data about what has been done and what can be done.
The only way to provide that data is to design tho system
with the characteristics of the orgaaization and its

environment in mind (Lawler amn Rhode, 1976).
(2) k.gree at Cjt;Z. While organizations

with either too few controls or with too many controls make

poor decisions and inefficient and 6aaffective ase :f
resources, the methods of operating for the two types of
organizations are entirely different. The organization with

too few controls provides little guilance to its employees,
rezieves little information upon which to base lacislorns,
and is not kept aware of what is goi.ag on in the
or;anization. Sawyer status:

£nadequate controls pc~n zardý,, PIWp I3 thil workdrong - eiter careless y or 2n.1.oaly-• thr wor
is not monitoredlor if syst.eas are ifne tly desigqed.
Everybody needs a reviever - either a Euman reviewe; or a
Tystem waiich shouts-1 "TILr" when something is done
improperly (1981, p.91).
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On the oDther hand, top management in an

organization may have total, absolute control. This

absolute control is very castrictive of subordinate

authority, generates many, often timzs duplicative, control
reports, and generates a feeling that the main purpose of

management is to contrcl rather thin attain the objectives
of the organization (Thornl, 1930).

Management must o:idaa which controls are

vital to the decision making process. The system should be
designed around controls that ensure the accumulation and
use of the needed inforaation but shDald avoid a control

system which "controls for the sake of control$# (Sawyer,
1981).

3. 2S~ lj. bjgJ~

a. General

Goals and objt.stivas inadlate what m-anagement

intends for the organization to accomplish (Drucker, 1968).
Goals and objectives serve as the basis for decision making

in the planning, qxecutlon, and contol stages of the
organization's operations (Anthony aal Herzlinger, 1980). A
statemant of goals and objectives ha! two purposes.

First, a statement of goils aommun L ates toj panagement's
deciscns ahout the a&ms aDd rel tlvm prior ties of the
organization and provLIIs qenerj. gui dnce as to the
strategy that the orgini.a.ion is axpe tqd to follow.SSecond, a statement of 5bjectivas 3uovM es specl.fic

performance me asu7,7es by wh!ch-outpats can be cs., ted to
objectives (Anthony and Rerzlingar, 1980, p.230).

b. Goals

Goals are statements of planned or desired

results. Normally very bcoad based and not easily
quantifiable, they cannot be used 1ireatly as a basis for a
measurement system (Anthony and Herzlinger, 1983). However,

a management control system should be lesigned with clear,
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well defined goals. Well defined goals direct performance,

reduce uncertainty, and serve is an instrument of

coamun'cations "...and they do so whether goals are

ir.troduced directly or participatively" (Strauss and Sayles,
1980) At the same time, the control system should

¶ encourage what the accounting ind related literature call

goal congruence. "That is, does the system provide a global
emphasis so that all major goals and their

interrelationships are considered as carefully as possible
when management acts?" (Hocngren, 1977, p.151). Expressed
another way, the system should be structured so that the

personal goals of people in the organization are, so far as

feasible, consistent with the goals of the organization as a
whole (Anthony and Herzlinger, 1983).

Goals may also be expressed as constraints.

Anthony and Herzlinger write:
the operatioral goals 9f an or anization are seldom
revealed by formal mandate. RitheRet eac'i organization's
operational goals emerge as a se:.)I constraiats.defining
acceptable performance .... Typicaily, the constraints are
formulated as imperatives to avoid roughly specified
discomforts and disasters.

?or example, the behavior qf each of the .. ilitary
services seems to be characterized by effective
imperatives to avoid: (1) a decrease in dollars budgeted,
(2J a decrease in personnel, (3) a decrease ia the numbero- key specialists (C) reduction in the percentage of the
silitary budget aliocat.9 to that service, (51
encroachment of other services on that services' rol.s and
missions, and (6) inferinrity to an enemy weapon of any
class (Anthony and Herzl nger, 1983, p.228).

From a behavioral point Df view, the manager
whose performance is bein7 measured should be involved in
setting goals. This not only promotes goal congruence but
also reduces dysfunctional behavior because it reduces the

chance that too difficult, poorly unlerstood standards will
be set (Lawler and Rhode, 1 9761
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c. Objectives

Whatever the ;oals of the organization, the

or;anizational objectives must be coasistent with them.

Objectives are specific results statal in measurable terms.
Anthony and Herzlinger write, "Since measurement is always

quantitative, if an objective is not stated in guantitative

terms, performance toward achievin; the objective cannot be

measured, although it can be judged, evaluated, appraised,

or weighed" (1980, p.230). It is this measurable nature of

objectives that makes the accountin; system the dominant
means folr setting goals and influencing management behavior

in most organiza-tons (Hocrgren, 1977) . This is particulary
true in the responsibility-center zana;ement coacept. For

example,
In responsibility agcouating the minagir budgets the costs
that e controls and thus has a valua ie tool to
evaluating his own perfocmance. r•p management is
becoming Iware of the importancý oE human behavior in an
irqanization Ind buget. policy .s Dbing formulated so that
in ividuajs will be motivated to ooperate in achieving
organization objectives (eoore and Iaedicke, 1972, p. 5 81).

a. A Critical Link

measurement d9vices, tha third aspect of control

in organizations, is incliled in the model because a
critical link in any control system is how inclusively it
measures the behaviors thit are pecformed by a job holder
(Lawler and Rhode, 1976). Without complete, inclusive
control measures, lecisioa quality a&d data utilization may
not be acceptable.

Two measurement devices zommonly identified with
control systems are accounting systems and budgetary systems
(Horngren, 1977; Mathur, 1979).
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They provide information that is used for three purposes:

~iast a batiifor c orlinating and controlliag the
ren% activiieso o? tý% organization,

(2) as a basis of evaluating operating performance, and
(3) as a basis for program evaluitlon
(Anthony and Herzlinger, 1980, p.17).

b. Characteristics of Measurement Devices

In selecting maasuring lavices, including

accounting and budgetary systems, several characteristics of
measuring devices should ba considaral.

First, they should be applied to some stated
standards of performance.

Second, becau3s the quantity dimension of output
is usually much easier to measure thin the quality
dimension, care must be t~iken to prevent a detrimental
emphasis on quantity (Anthony and R-3rzlinger, 1980).

Third, Anthony and Herzli.nger list aight
criterion for all measuriag devices. They are:
(1) Some measure of outputs is usully better than none.

(2) omuiablegut meafures to measures

(3) Use measures that cia be reportad in a timely manner.
(4) Develop different measures for different purposes.
(5) Focus on important t.asuces.

(6) Don't report more iaformatioa than is likely to be
used.

(7) If feasible, tie output measuras to expense measures.

Do•a e.D• 0,~more .cjednce to surrogates than is

Finally, measures tend to become an end in

themselves. When measures become the end product they
result in rigid bureaucratlc behavior, and eliminate the
distinction between measures and staalards (Thoca, 1980).I3
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a. General

The final aspect of control in organizations to

be discussed is performan:. monitoring and appraisal.
Moaitoring performance provides information on the status of
organizational activities. Performaace appraisal is

managements way to:
I)fgrovide feedback to each manager on his or her

2 serve a abasis fo modioying or changing behavior toso ~Iz~ationa jmgoai .pian
o3,rgand a bas wh-htovt,1j maluse to assign

motivate subordinates to work for 3rgnizational goals and

objectives. To achieve the desired aotivation, performance
appraisals must point oat to suborliaates how near or how
far away from established standards they are, and provide

information necessary for any corrective action.
Successful performance monitoring requires an

effective information system, the salection of an
appropriate evaluation index, and tha establishment of a
standard against which to measure the actual performance
(Anthony and Herzlinger, 1980; Mockl-r, 1972).

b. Information Systems

A key element in monitoring performance is an

information system that:
(1) prcvides information to the dazision maker,
(2)eprovides data rapidly and at aa appropriate time

(3) avoids information overlbad, and

dr able form and language.
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Such a system should be romprised of three main

types of information - financial, routine, and a variety of
non-routine, unsystematic informatiom (Anthony and
Herzlinger, 1980). Pirst, financial information should be

identified with responsibility centers and should
differentiate among information on what has happened
(historical), what will ha.pen in the future (forecasts) and

estimates of what should happen (bul;ets) (Anthony and

Herzlinger, 1980, p.10).
Second, routias managemeat control reports are

usually submitted monthly (Anthony aal Herzlinger, 1980).
Routine, recurring control reports should be submitted as

soon after the end of the reporting period as possible,
i..., within two working lays, and ia the prescribed format.
If the data is net available for complete reports, then

abbreviated or estimated data reports should be submitted.
"The recurring reports should be carefully designed so that
they show all the information that is nseded, but no more,
and the report foraat shoild be easily understood and not
formidable" (Anthony and iarzlinger, 1980, p.4 7 6).

Third, non-routine, unsystematic information

comes from such sources as trade publications, newspapers,
conversations within the organization, message traffic,
notes and notices, and pevsonal observations and "is
essential tc an understanding of what has happened and often
more important than that -ontained i routine reports"
(Anthony and Herzlinger, 1980, p.4751.

c. Evaluation Index

The selection of an evaluation index is

difficult because an index may be used as an aid in decision
making as well as in evaluating performancs (e.g., number of

hours flown, obligation rates, reenlistment rates) and an
index that is satisfactory for one may not be suited for the
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other (Hcore and Jaedicke, 1972) . ta1ex selection is also

difficult because it is sonetimes hard to measure
effectiveness in monetary terms. For example, it is
difficult to equate maximia aircraft and pilot effectiveness
with cost per flying hour. Aircraft and pilot effectiveness
are more a function of the type of missions flown and the
number of of hours flown than they ace the cost per flying
hour. Efficiency, on the other hand, can be directly
related to costs. As the ratio of outputs to inputs, it is
relatively simple to compate the cost per flying hour for a
given squadron. But cost as an indax has its limitations.
Anthony and Herzlinger poiit out that:

Cost...is never a perfezt measure for at least two
rea sons:

(1) recorded costs ar not a praeisely accurate measure
of resources consumed;. and

(21 the staidards bein maiurl ai ainst ace, at beqt,
only approximate measices ot ,at resource zonsumption
•ailyshould have been in the :ircumstan=9s prevailing(180, p.5).

d. Standard of Performance

Once the type of index his been selected, a

standard of performance a;ainst which to measure actual
performance must be chosen. It is often a budgeted cost,
budgeted profit, or rate of return aa! is based upon
organizational objectives and budget3 or upon past
performance (Moore and Jaalickq, 19721 . For example, in
monitorinq the performance of the Navy Flying Hour Program,
the evaluation index is cost per flying hour. & cost per
flying hour for each type/model/series (TMS) aiczraft in the
Navy inventory is established by the Chief of Naval

Operations (C113) and is disseminated to Naval aviation
operating units as a budgeted cost per hour for each TMS
aircraft. Actual cost per hour is týen compared against the
budgeted cost per hour. By using su-h established standards

(e.g., cost per hour), it becomes possible to monitor and
appraise the performance of subordinite managecr.
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e. Incentives ini Rewirds

Performance moaitoring and its subsequent

appraisal are used by top management for assigning
incentives and rewards. Tha results of experimentation
indicate that when rewards were granted on the basis of

performance, the subjects' performance and satisfaction was
significantly higher than that of unrawarded subjects
(Ivancevich, 1977). Sibson points ODt:

Studies of incentive (;9waado plans covering t~p
maa agament 4n4 profess. nal amplqyass show changes In

benavlor and increases ?a effectiveness on the order of 10
percent..o..But perhaps the most psrsuasive evider.ce of ths
usefulnes.* of incentive plans in increasing rcoductivity
are the views cf m~nagmant pceop I in comp~an as hat have
such plans. .rc.mca . all. bel .ive that 4ncen- ives make
amo itive contribution toward more effective work (1976,p. 815).

Thus, performance monitoring aad appraisal tie together
employee performance, employee satisfaction, aal
organizational goals.

D. SU•BARY

The chapter defined aal discussel management control,
reviewed the concepts of :ontrol, iantified various
characteristics of management control systems, and concluded
with a detailed description of management cont.-D. in

organizations. Specific oDints made ir the model included:
(1) defining ccntrol

(2) identifying four zhicactaristics of management control

systems,

(3) discussing four aspects of control in organizations,

(4) emphasizing the impo.tance of a statement of goals and
objectives, clear,well defined goals, and goal
congruence,

(5) identifying account'•g systems and budgetary systems
as two commonly used measurement devices and outlininq
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five characteristics of measuring devices,

(6) describing three main types of information which

should be includel in information systems,

(7) explaining the need for a suitible evaluation index
and performance staalard, ant

(8) discussing the relationship between performance
monitoring and appraisal aLn incentives and rewards.

The next chapter describes the minagement control of
Flight Operations funds at the Headqaa.ters, Commander,
Naval Air Forces, Pacific Fleet. rhe chapter explains the
Type Commander's management concepts, the flow of ?light
Operations funds and the specific m•aigaement tools used in

controlling Flight Operations funds.
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A. INTRODUCTION

Chapter Three describes the control of Flight Operations
(OFC-01) funds by the Staff 1, Commanler, Naval Air Forces,
U.S. Pacific Fleet (CNAP). The chapter defines Flight
Operations (OPC-01) funds, dc.scribes the financial

responsibility of ::NAP, and presents the flow of funds from

CN&P to its operating squadrons. 3parating Targets

(OPTARs) , the Budget OPMAR Report (BDRI, Flying Hour Prcgram

(FHP) . ar.d the Flying Houc Cost Repoct (FHCR) are all

discussed. Finally, the -hapter reviews CNAP Staff
management.

B. FINANCIAL R8SPONSIBILItY

Commander, Haval Air Forces, Pacific (CNAP) zeceives

fund limitations under the appropriation, Operation and
Maintenance, Navy from Zoamander- in-Zhief, U.S. Pacific
Fleet (CINCPACFLT). Along with the fund limitations,

CINCPACFLT provides guilelines regarding the responsibility

of the Type Commander in the management of his fands. As a

Type Commander, CNAP must insure that:

( finanjcial 1 a;~nsactions are not incurred ii excess offu'hdfava Ila l.y,

(2) fun s bg used only for -.e purpose for which they are.•,, approprfA.ec

•. (3) ursuidat~d obligations be psriodically cqviewe4 to
ensure tnat on vai!1 tcansacti n3 remaln on financlai
records and rej rts,

(4) . comragd line of coumunicatia is miintained relative
to financlI rqqu.reomlnts, so that short alls a&d excesses
SaE•.p~oper.y a Eressa.• tape pmit mix mum e af:tive and
erricient us. of ava la1~e t unds, and

($ an effeltive iýternal review program be gm.lemented toa the fund diin.stria3rs iýn ass.3s.-n the f1del.ty with
Sch prescri bo procedures are ba.ag f611owe for tre
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"accounting and er enditires of approiriated funds.
(CINCPACL IN TR CTION 7042.4E, 19 PRIL 1979, p.2)

The finr.cial responsibility of th. rype Commander is

expanded by N&YSO P-3013-2 to inclule the financial

mamagemer.t of all ships. 3juadrons, and other units under

his command (1974., p.4-9). Explaining how CNAP carries out

these financial management responsibilities in managing

that portion of the Operations and Maintenance, Navy (0&H,N)

appropriation allocated f3c Flight Dperations (:FC-31) funds
is the purpose of this chapter.

C. DEFINITION

Flight Operations (3F:-01) funis ire those funds, and

costs, associated with the operation± of aircraft. OFC-01

funds are provided to support petroleaum, oil and lubricants

(P3L) and other flight operations raguirements. OPNAVINST

7310.1D specifically defiies fuel =ýsts, oil and lubricants

costs, and other flight operations :osts.
"Fel C~sts", is he cost of fqel. (;rss adjusted
obl1gat•jons) use by the Type/Mod -L/Series (TH'3) aircraft
reported during the report month, is contained in the
of.icial accourting records.
"Oil and Lubricants -Dsts" is- he ;ost of the oil and
luSricants (gioss adjusted blzigations) used by the TMS
iLrcraft reported durinj the report ionthe as contained in
the official accounting records.

"OAher FlPUht Operations Costs" is the cost of personal
fIqgt support _ters (s3 ppendix B) used by the THS
a&._craft being reported luring the report month, as
contai~ned in rhe off:i.i aczountiag records. (1980, p.14)

D. ADBINISTRATION OF OFC-31 FUNDS

The Staff position with primary responsibility for

managing OFC-O funds is tasked to "uont.tor flilht

operations" and "c-losely administer funds in support of the

Flying Hour Program (FHP) insuring distribution of funds for

a balanced program" (COKNi4&AIRPACSrhFFINST 5440.2E, 1982,
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p.2-3-15). The monitoring aspect of DFC-01 funds

adminiatration is supported by top level Navy management.

Chief of Naval Operations (CNOi guidance relating to flight
hour costs calls for the "reporting of flight hour costs and
related flying hours to permit monitoring of funds related
to the Flying Hour Program, to allow for the development of

flying hour cost factors, to insure jniformity of data
reported and to insure --onformance to Comptroller of the
Navy financial reporting requirements" (OPNAVINSI!, 7310.1D,
1960, p.1).

3, FLOV OF OFC-01 FUNDS

The budgetary process of the U.S. 3overnmeat supports
de:isioT making and proviles for effective financial

control, and accountability for the use of Federal resources
(P-C Text, 1981). The process consists of a cycle of four
overlapping phases: formulation, congressional action,
execution and review. An overview of this entice cycle is
provided in Appendix A. rhe pceseat discussion is limited
to that part of the execution phase of the budget process
en--ompassing the flow of finds fro2 :gAP to its operating
for ces.

The Comptroller of the Navy (NAVZDMPT) is the
Responsible otfice for both SENAV s CNO for 358,N funds
appropriated to the Navy. All Navy fends, except Research,
Development, Test and Evalat..ion (RDr•E) and Marine Corps
funds, flow through the office of the CHO. NAV3ZOPT (OP 92)

allocates O&MN funds to iijor claimants, i.e., CINCPACFLT.
CINCPICFLT reallocates OSN, N funds to the sub-claimant

level, i.e., CHIP. CNAP issues Operating Budgets (OB's) to
certain field activities, ind to theiselves. From the OB
issued for their own use, ZNAP issues Operating rargets
(OPTARS) to operating forces under its command
(COENAVkIRPACINST 7303.11E, 1976).

L43

-' __ Y



P. TGE EUASURING DElICR

=1. •e.aaal

As stated in Chapter I, CNAP's FY 82 budget calls
for the expenditurs of $522 million In OFC-01 funds.
Adequate control of these funds is c:ucial if CRAP is to

accomplish its stated mission. The +-ontrol devi.e used by
CRAP is a budget compri.el of two separate, but very
related, parts - dollars ind flying lours. Inputs for the
bulget do not originate at the squalron level. Several
commands above the squalrom level ire involved in budget

submissions and in determining annual planning figures
(APFs). However, squadrons are not aormally ra;uired to
su~mit inputs for CNAP budget submissions and are not

assigned APFs. Flying hour determinitions do not tike place
below CNAP. CNHP makes a flight hour budget submission to
CINCPACFLT which validates the flight hours and -osts per
hour alloca+ed on the CNO 3P-23 (C45&VAIRPACINST 7303.11E,
1976). Utilization of both dollars and flying hours is

&easured through the management of OPrARs.

NAVSO P-3013-2 lefines OPTAR as "an estimate of the
amount of money which will be requir.= by an operating ship,
stiff, squadron, or other i.nit to perform the tasks and
functions assigned" (1974, p.4-91. rhe emphasis on the
estimate aspect of the 3PrER is important. OPmRi are not
subject to the provisions of Section 3679, R.S., and the

establishment of an OPTAR aust be loie in a manner that
precludes the creation of, and the assignment of an OB.

However, NAVSO P-3013-2 doss assign specific responsibility
in the management of OPTARs.

Each avlpioq udron 3 commald,41sueg an DPT&A is
o ieoeo' ' e Ott,_ lent ani fective u thereof,

rate and timely accoant ng and aeporting

MM Ic veuro

(1974, p 13-.
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Each aviation squadron will establish a Requiuition/OPTAR
Log (VAVCOMPT 2T55) to cecord OP~ra grants and the value
of transactions authorized _o be ta-urred as ohargeable to
the Type Commaners' B (1914, p.4-13).

CNAP provides detailed guilia=n for the zanagement
of OPTARs in COMNAVAIRPAC INSTRUCTI.1 7303.11E:
ht the be i nin o ach fiazil a is-r a first uarter3PT• w~ if In nqnlisfel •or eac oE the operaiung •nitsunder Ree administrative co mzad of CNAP. 9ecs it of an
3PTIR is cons.dere author zation to place obli tionsSga nst CNAP funds up t3 the amount of the OPAr grant.

of scoanf thr initial OPA rn jn t he firs t quarterof th iscal year. he 3ptac Vil e increa90 wigtentij MR1g nchsedg quate
trter. n the beginning of the secoa third

Hn rourr quartsers. A..1 MPAR gaace remainn at
end of the first, seconM, ani thirn quarters wil be
xutomaticall 1 carried f3;warl to the following quarter.
&ny OPTAR balance rea inrng it the and of the lfurth
quarter will automatical y revert to CNAP. (1976, p.11-1)

3. Qj~aL_

OFC-01 OPTARs are reduced by placing unfilled orders

for desired material. The nature of the charge is

identified by the Fund ýCol. (7B, 7F, 93) cited on the
requisition document. In order to Alstribute charges among
various aircraft Type/Model/Series (r!IS), the Type Equipment
Code (TEC) for the applicable aircraft THS is cited on all

OFZ-O1 requisitions. Three tiaes pec month, on the 10th,

20th, and last day of the aonth, the 3bligations recorded in
the Requisition/OPTAR Log ire totallad and verified and
copies of each unfilled orler are focwared to the Fleqt
Accounting and Disbursing :enter, Pacific (FAADCPAC)

(CONNAVAIRPACINST 7303.119, 1976).
Obligations and obligation r-tts are moaiitoced both

by CNAP and the Functional Wing Commanders. The Functional
Wing Commander visits all 2on-deploy•d units at least
semi-annually in order to ceviaw all obligations for

propriety and verify the aeed for outstanding unfilled
orders.
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On a monthly basis,, the Bulgat Optar Report (BOR) is

transmitted to FAADCPAC,, with "ZNRP &aA the appropriate
Functional Wing Commander is information addressees. The
report,, Figure 3-1,, is lue on or before 2400 on the second
calendar day of the month, It is tha BOR that Is the

primaary financial manag-emmnt levice used at CNAP (Reily,

1982). Each OPTAR Functional Zitegocy (eog., OFC-01,

oFZ--50) is reported on a saperste 83R. Each BOR reports:

(1) obligations by fund -ode,

(2) the value cf each tan day trinsmi-ttal,,

(3) the t~otal OPTAR granted for the year,, and

(4) any additional information required by the Type

Com mander (e.g., Flight 3perations and Aviatiot Fleet

Maintenance information).
CNAP Staff personnel (-'ode 019111.3) review each of

the 144 BO~s received by ::NAP for iczuracy. Discrepancies
are reconciled with the raporting 3qaiadron and corrected
figures are entered in memcranium i".:ounting razords. CnAP
uses the reported figures to:
(1) evaluate its fi~nancial si6tuatio)n,

(2) to support subseqaetit fiscal year budget submissions,

(3) to measure squadron budget performance, and

('4) to prepare several managtment zontrol reports,

including the Flying Hour Cost Report and other

reports in support of the Flyiag Hour Program (FSP).
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FROM:
TO:11 70:

UNCLAS //NO73 O/
CNAP PASS TO 019

FLT OPS BUDGET OPTAR REPORT

1.
2. BLOCKS

21 22 23 24 25 26 27 28

7B 604861.50 .00 604361.50 &&FF 32 1099 2807

7B 8242.75 .00 32142.75 &T:D 4 195 393
7F 13058.99 667.74 13736.73 &&FF 19981 474203 0

7F 208.99 5.26 203.73 &rCD 9945 0 0
9J 1108.76 26.91 1135.67 AAFF 0 0 0

93 80.27 3.68 83.95 A r'-D 0 0 0

Tt 627591.26 693.07 523284.33 36 1294 3200

29 007/2 008/2 009/2

30 27024.30 97524.90 77452.90 202002.10

31 700000.00

32 09-09-82

33 09-09-82
34 RECAP OF MONTHLY FUEL CONSUMPTION

A. B. C. D.

JP4 1099 0 19981

JP5 25585 2091 474203

AVGAS 0 105 9945

TOTAL 26684 2196 50,4129

35 NA

36 LCDR R.N. BURTON 87S-3256

Figue 3.1 BUDGET OPTi& REPORT.
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The Navy Flying Haur Program (FHP) is the program
utilized by the Navy to plan, program, and budget its
aviation forces. Discussal in detaiL in Appendix C, it

includes all requirements, budgetai hours, associated costs,
fuel usage and readiness milestones for Naval Aviation
forces. The FHP consists 3f two maia parts - flying hours
and cost per flying hour.

2. Z.1 . JJ r-

Flying hours are allocated by CNO (OP 51C) for each

Type/Model/Series (TMS) aircraft. The number of hours is
based on force projections for the c3ming fiscal year, on a
review of the number of hours flowa luring the past three
fiscal years, and on predicted requicemonts for the upcoming
year (Kiley, 1982).

Flight hours are allocated to squadrons, ca:riers,
and naval air stations as quarterly planning figures which
may be exceeded if OPTAR funds are sufficient to support
additional hours. The hoacs are allDcated for a specific
quarter and may not be carried forwarl to the a±xt quarter
(COMNAVAIRPACINST 7303.11E, 1976).

The flight hours allocated are based on the hour
milestones for each type of aircraft as dstermiaed by the
Fleet Commander to be necessary to iaintain stated readiness
objectives. To provide guidelines for the squalron
cosmander for the executioa of his training program, each
Fleet Commander publishes a CN3 approved training and
readiness manual. The sa.aal identifies those evolutions
deemed essential to attain and maintain the desired

45



readiness level. These milestones air equated to a number

of flying hours required for their completion.

The flying hours that ".NAP must monitor are divided

into three categories:

a. TACTICAL AIR/ANTI-SUBBARINE WARFARE, operational

combat units;

b. FLEET READXNESS SQUADRONS, units which provide

transition and refresher training;and

c. FLEET TACTICAL SUPP3RT, units which support fleet air,

sea and shore based missions.

a. Tactical Air and Anti-Submarine Warfare

(TAC AIR/ASWI

TACAIR/ASW flying hour raquirements are based on

three factors:

(1) force levels (UE)

(2) the flight crew manaing factor required to carry out

assigned missions (:.rew Seat Ritio - CSR|, and

(3) the hours requirel to maintain the averaga flight crew

qualified and current to perform its assigned mission

(Primary Mission Realiness - PIR..

A -ombbnation of these fastors provides the annual Flight

Hour requirement for each 1'ACAIR/ASW squadron. Zhe general

equation is:
QE I CSR NUMBER OF CREWS

NUMBER OF CREWS X PHR X 12 * ANNU&L FLIGHT KO(R REQUIREMIENT.
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b. Fleet Readiness Squadrons (PRS)

Fleet Readiness Squadron (FRS) requiremertts are

determined by the number of students to be trained.

Students are programmed in one of five different categories,
each of which requires a prescribel munber of training
hours.

c. Fleet Tactical Support (FTS)

Fleet Tactical Support (FrS) hours are a

function of the number of forcas assigned to FTS by CNO and
a prescribed utilization rite for eazh aircraft.

The second part of the FHP monitored by :NAP is cost

per flying hour. For Flight Operations, the cost per hour
is the result of the divi3ion of two totals - D3F-01 costs
and the hours flown for eich type of %ircraft ii the fleet
(Bozin, 1981). OFC-01 obligations and hours flown ara
reported monthly to CNAP by all squadrons under his
administrative command. 3perating forces provile flight
operations information on their monthly BOR. Shore
activities which charge their flight operations zosts to
their own OB provide their monthly information on a monthly
Flying Hours Cost Report. Although lifferent ia format,
both the BOR and the activity Flying Rour Costs Report
provide the following information:

(1) Obligations for POL snd other Flight Operations;

(2) Applicable aircraft type equipment code (TEC);

(3) Number of operating tircraft;

(4) Total gallons cf AV3US/JP-4 consumed during the report

month;

(5) Flight hours flown luring the month;

&4

_71



.. ....
(6) Total gallons of 3P-5 consumed luring the report

month.
The information is consolldated and verified by the Staff,
CNAP who then provides three relatel outputs:
(1) The Flight Hour Costs Autodia Report (OPN&V 7310-3A),

(2) A computed cost per hour for each TMS, and

(3) A series of staff managemant reports.

a. Flying Hour C33t Report (FHCR)

The Flight Hour Costs Autodin Report is

submitted by CNAP to CND (3P 51C). 3PNAVINST 7310.1D
provides the following specific- instructions in the report
submission:

tg1.report wilI grovii :NO With al .thase oross adjusted
o0i ga .ons wvi ic, are airect~.y assDc ated vith the
operation and mainteinc-a of airzraft; e.g. aircraft POL
and consumable material ind supplies. Further, it is
emphasized that military labor,," ivilian labor,
idministrtive o yerhead,.comiercial washing of aircraft,
labor saving 4evices, a n tia1 IMRL, trave1 costs ana
lon-man .cqrryng taret d rone costs are not to be included
:n reporting costs (198, p.21.

The report provides CNO with the same 3FC-01 information
that is provided to CNAP (e.g., number of aircraft, flying
hours, fuel costs). In allition to Flight Operations costs,

the report also provides ocganizatioaal and intermediate

maintenance (AFt) costs. Phis inforzation is collected by
CNO and used to produce the yearly halget for dollars,

hours, and costs per hour - the CN3 )P-20 REPORr.

b. Computed Cost Per Hour

CNAP's computed cost per hour is used to measure
the performance of reporting squadrons in meeting the
budgeted cost per hour objectives established in the OP-20.
Significant variances from the prescribed figures must be
justified by the reportin; squadron. Additionally, since
the number of hours that :,n be flowa by a squadron is
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directly related to a specific dollar OPTAR grant, increased
costs per hour reduce the number of hours that may be flown

(Rlily, 1982).

R. STAFF HNAIGENENT

The CNhP Staff position with primary responsibility

for managing OFC-01 funis is the Flast kccounting and Budget
Officer (Code 01911). rhe position is tasked to..."monitor
flight operations and closely administer funds in support of
the flying hour 1rogram (F'HP) ; insurriag distribation of
funds for a balanced program" (COMMM&VIRPACSTAFFINST
5440.2E, 1982,, p.2-3-15) .

The Staff position with th3 responsibility for the
majority of the administrative effort in monitoring OFC-01
funds (Code 019111.3) has the following duties:
(1) receive, record, validate and :ontrol the Flight

Operation Budget OPr&R Reports,

(2) initiate ccrrective action on reports that are
nr.correct,

(3) assist in maintaining the Flying Hour Cost Report.

system,

(4) prepare input data for the consolidated Flying Hour
Program cost submission to CtI,

(5) validate the Flying Sour Cost Report output data,

(6) perform minor analysis on the Flying Hour Program

data,

(7) initiate follow-up a3tion on missing BORs,
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(8) prepare several Staff OF:-01 minagement reports, and

(9) maintain various other finanrial control records.

The monthly OFC-01 funis information inflow to this

Staff position consist of 144 Budget OPTAR Reports and

numerous station Flying Hoar Cost Reports. Records indicate
that approximately twenty percent of the BOBs received

either have inval!l data rc are not :eceived in the
prescribed time period. :orre:tions to erroneous inputs and
expediting late reports is normally iccomplished via

telephone. There is presently no wrLtten Staff feedback to
the reporting squadrons regarding ths quality of the data
they have provided.

Staff review of internal controls and financial

practices is accomplished by the Staff position Code 019A.
That pos.-tion is also assigned audit5.ng and Foreign Military
Sales duties. The position is assigaed the following
duties, responsibilities, and suthority:

S1). •praise the. adequv.- of intzrial controls naad the
uajot 0o 1;o0 ceu p U-rfC4 ne-es.itr, economy,, n
9n ormity with pollic-es and princLples esta shed by

hlgher authority.

12) .ecomfeid impr9vements to correct deficiencies notedi.n nanca± para tices vw thia the Resource Management
off ice and otder Staff Ispartments.

13) Serve js.principal ilai~on vitat 4eN11al Audit
v e - s represqntat;v for a .!uits conducted
-thicn the Command or its field actI vit es.

14) Serve as lcnt c Iat and lialsoL witý the GenerIl
cqount nqoffce a ts repgdrsntati es for GAO vsi ts

and repor-s concern.ng N&VAIR PAC.

45 Prfrm n nual rj~a of tmkaigfunctions for0 NAVAIRPAC Stf civilian personael.
(6) erform financial reviewl if apgr prigtl Afujs hold
ly tKe Resource Management 0fcar n ot onr Sta
epartments.

(7) Serves 9s cntact p lnt f r fi2ancial aspects of FHS,
coaputes anid s 2m ts foor reimburseant, the various cost
elements associated with tS.

(CONNAVAIRPACSTAFINST 51440.2E, 1992, p.2-3-11).
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1. SUKUARY

This chapter has described the monitoring of OFC-O1

funds and costs at CN&P. The primary control mechanism is
the buddgetary system which uses the Budget OPTAR Report as
the measuring device. The BOB not oaly provides necessary
financial information, but also the information needed to
support the Navy Flying Hour Program (FHP).

The financial responsibility of the Type Commander in
monitoring OFC-01 funds has been dis:ussed. The flow of
funds frcm CNkP to the operating unit and the operational
chain of command from CNAP to commands under its
administrative ccmmand has been pras.rnted.

The Operating Target (OPTAR) , Bulget OPTAR Report (BOR),
Flying Hour Program (FHP), and Flying Hour Cost Report have
been discussed. Significant points discussed include:

(1) the responsibility oE the squairon for the efficient
and effective use of OPTXR dollars without any means

of measuring that effectiveness,

(2) the critical nature of inforiation on the BOB in the
effective management of DFC-31 funds,

(3) the importance of th- FHP in plianing, programming and
budgeting for Naval iviation forces,

(4) the relationship between the B3R and Flying Hour Cost

Report, and

(5) the use of the BOR La preparin; the Flying Hour Costs
Autodin Report and a computed -ost per hour for each
Type/Model/Series (T!S) iircraift.

Finally, the chapter described the Staff management of
OF:-01 funds, including the responsibilities of the Fleet
Ac.ountinq and Budget OffL:er (01911, Staff position
019111.3, and the internal review position (0194).
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The next cIhapter C:omplr@s the gm~algiment coatrol system

Of oFC-01 twnds at CNIJp with the moel of manaceflt control

systems developod in the thesis.
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&. GEINRAL

The purpose of this chapter is to compare the management

control system for Flight 3peratioas (OFC-01) funds at the
Headquarters, Commander Naval kir For:es, Ptcific (CNAP)
with the model of managemeat contr.l systems developed in

Sthe thesis. The chapter is dividel into two parts . Part

one compares the control system for 3?C-01 funds to the
characteristics cf cont,-ol systems ilsntified in the model.
The second part compares the CNAP :ontrol systex for OFC-01
funds with four elements of organization contrnl systems
described in the model - (1) design 3f control systems, (2)
goals and objectives, (3) measurement levices, and (4)
performance monitoring and appraisal!

B. CHARACTERISTICS OF COIIROL SYSZE!S

1. g~tl

a. Information Systems

In the model, Information systems record the

progress of an activity. ZNAP has a well developed
information system for re:ording the progress 3: its

activities, The primary elements of that information system
are the BOR and the FHCR. In additi3n, there is frequent
informal oral and telegcapaic zommunications between the
Staff and the operating squadrons, between the
Functional/Air Wing Commaaders and the operating squadrons,
and between the Staff and the lunctinal/Air Wiag
Commanders.
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b. Structural or;anizition

According to the model, the activity should be

an element in a structural organization. The :ontrol system
for OPC-01 funds is an element in the hierarchical financial
structure which exists from the CNO level to the operating
unit level. Information (e.g., obligations. hours flown.
gallons of fuel consumed) is colle-tal at the sguadron
level, recorded in standardized recocds, and transmitted to
CN&P. CNAP, in turn, collects the iaformation on BORs and

FHC~s, records the information in meAorandum reuords, and
transmits flying hours and cost per hour to higher
authority. The frequenzy and format for both the BOR and
the FHCR are specified in CNAP and other Navy instructions.

c. Feedback to the Organizational Unit A

The third essential element required of control

system characteristics is a formal report document for
generating "feedback" to the organizational unit. There is
no formal "feedback" report for OFC-31 funds generated by
CN&P. Squadrons are normally contactead by telephone or by
message regarding errors in BOR/FH.R submissions.

d. Activity Measaces

As stated in the model, a planned or

predetermined activity measure against which actual
achievement measures can be compared must be escablished.

Three such measures exist it CNAP - budgeted dollars,
budgeted flight hours, and cost per mour.

It the beginning of each fiscal year, a first
quarter OFC-01 OPTAR is 0stablisaed for each aviation unit

under the administrative command of --AP. The OPTAR
authorizes obligations against CRAP funds up to the amount
of the OPTAR amount (CO0NAWAIRPACI5rS 7303.11E, 1976)e. The
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activity measure (funds authorizedi is revised and .restated

at the beginning of each subsequent quarter when funds for

that quarter are authorized. 3bligatlons and obligation

rates are measured by revieving the uonthly BOR submissions.
Fliqht hours ace allocated to squadrons,

carriers, and Naval Air Stations as quarterly planning
figures which may be exceeued if OPZAR funds are sufficient
to support additional hours. rhe hoirs are allocated for a
specific quarter and may not be carri91 forwarl to the next
quarter (COMNkVAI!PkCINST 7303.11E, 1976).

CNAP's computel cost per hour (CPH) is used to

measure the performance of reporting squadrons In meeting
the budgeted cost per hour objec-Cives established in the CNO
OP-20. Variances from the prescribel figures must be
justified by the reporting squadron.

e. Decision Makin;

Finally, the aadel requires a decision making

capability within the organization unit to take %ction that
will bring the achievement level in line with the planned

level. The Squadron Commanding Offi:ar, by the very nature
of his position, generally has that decision making
capability. He is responsible for the efficient and
effective use of the resources made ivailable to him.
Disregarding superordinary requiremeats placed upon him by
his superiors, the Squadron Commanliag Officer is in a

position to make decisions that will keep obligations,

flight hours and cost per hour (CPHI in line with budgeted I
or planned levels.

2. U&j 2O4111 11 UQI1k iUl
In the model, a management :ontrol system is

described as a total systen in the sense that the system
must behave as a whole; the chinges i.n every element are

55



dependent on all the others. rhe :ofttrol system for OFC-01

funds exists within a control frasswerk established by CNO.

By allocating flying hours and dolLars and by setting cost

per hour standards, CNO i3 embracing virtually ill aspects
of the aviation community. As a part of the FHP,
obligations of CPC-01 funis impact *a decision making
concerninq operational schedules, training exercises, the
number of aircraft available for flylng, the number of
pilots available, actual versus projected cost per hour, and
the amount of funds appropriated by :ongress and allocated

by CNO and, CINCPACFLT.

A third charactari3tic of control systems is goal

congruence. As described in the model, the use of technical

tools (e.g., budgets, standards, formal measures of
performance) provides information and feedback to help
ensure goal congruence. :nap's control system for OFC-01

funds uses budgets, standards (CNO 3P-20), and formal
measures of performance (CPH) to generate and receive large

amounts of information (e.;., BORs, ?H-Rs). However, there
is no formal feedback to the squadcon level. rhus, one of
the two elements required to enhance goal congruence is

missing from the control system for IFC-01 funds.

Finally, as statel in the model, management control

systems are built around a financial structure. The entire
information and reporting st:u.ture of the OFC-31 control
sy.etem is based cn monitoring :nd reporting f!nancial

information: OPTARs and 3Ss are in terms of targeted dollar
levels and the BOR and FHCR report obligations. Although
hoars flown are reported &nd budgetal within the OPC-01

funds control system, they are a direct function of cost per
hoar and funds authorized.

55



C. CONTROL IN OBB&IIZAT135S

R.22122s 21 r,= 11za11ia
a. The Organization as a System

Described in the modeel a& an
input-transformation-output system, an organization involves
a number of activities, namely receiving inputs,
transforming inputs, controlling, co~rlinating, and
maintaining the transformation activities, and generating

outputs. As a major staff command, '.NIP fits this
input-transformation-output model. rhe mission of the

Staff, as stated in CNAPSFFINST 5344.2E, is to:
S1) •Gther and vAluate.9etailed a•• accurkte information
n aji Phases of •ne ex.sting situit on--strateglc,

tact c1 and log±sti--al.

(2),Preparegg ln schedlles, dir actives and rmprts
sed rpon sch .hiormatio,, or In zoeplfiance w

Irect-ves received rom h oger authorlty.

4 f Trinslate the decision of the :ommander into
*i ect ves.
14 Diasemina e iiformation a &d di.ectives to subdrdinate

omman ers and in ormation an retorts to higher authority
rapidly, accurately, and complete y.
45) Sugervisl.and evaluteste e- eution of ahe.om manaer's airect ves' by sUDordiat comman a.

(1982, p.1- -
(192,~'Withfl; the Staff, the Fleet Budget and

Aczounting Officer (Code 319111 has many duties which
correspond to the chara-taristics of the
input-transformation-outpiat system. Some of those duties
include:

(1) formulate budget ani apporti~nnent calls,
(2) r9feive budqet and apportionment requests from

u or-nate co manders,
K (3) coordinate budget submissions to CINCPACFLT,

64) administer funds in support of the Flying Hour
rogram,

w financial performance, ooth by activity and
unaldinegca t egory, and
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46tinitialegr Ocommendattons for aijustments or
e rogramsinq cn resour".s,

(CONNAVAIPPACST&FFINSr 544 4 i 9 p a23-5 sst
A central part o N sognat.il system

is the flow of OPC-01 funds. Funds flow directly from CNAP
to the user squadrons and the subsequent financial reports
go from the squadrons back to ChAP. The Commanders,
Commanding Officers, and ZOfficers in Charge of NAVAIRPAC
operating forces are respomsible to ZMAP for:

(1/ Theleffective and e:onomical utilization 3f funds and

(2)The establishmeat ant maintenance of records as
ealrhed erein, an s rsequ red by directives Mros higher
au ority.

(3),That chare are not incurred l. an amunt. in exiess
o funds gjanq except in emergen -les as discassed n
paragraph 200.F.

(4) The propriety of charges to COINAVAIRPAC funds.
(5) The timely submission of all required reports.
(6) The prompt return to CQNKAVAIRP C of any funds which
are in excess of the cti vi.ty's neas. (CORN&VAIRPACINST
7303.11E, 1976, p. I-I)

b. Characteristics of the Dcganization

Five characteristics of the organization that

are required to relate the total syst.m to its environment
are identified in the model Those chiracteristics are: (1)
the degree of decentralization, (21 budgetary control, (3)
span of control, (4) flow of spenlia; authority, and (5)
internal review. An analysis of the CNAP Staff control of
OFZ-01 funds indicates that the characteristics are present,
to varying degrees, in the CNAP Staff organization.

(1) Q rj D •C There are two

specific advantages of decentralized management detailed in
the model - delegation of decision making authority and

motivation for operating managers. rt was also pointed out
in the model that:

(1) By decentralization, top management acknowledges its

inability to handle the number of decisions which must
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be made in the organization, aal

(2) the primary means of assaring top management control

in the decentralizel organization is through
responsibility-center management.

CiIIP is decentralized operationally out not financially.
Operational control passes from CNAP through various

subordinate commands, wit% the squadron Commanding Officer
directly responsible to either his Air wing Comainder or
Functional Wing Commander. This chain delegates a portion

of the operational decision making to a point below the Type

Cosmander. Conversely, deoision making on financial matter
rests with CNAP. CYAP receives ana a~r.itors all financical
reports. As pointed out in Chapter IIE, the responsibility
for receiving and monitoring the 144 )FC-O1 BORs rests with
oni Staff position. The :antralizal financial sanagement of

OFC-O1 funds does not alhere to tha rasponsibility-center
management concepts developed in the model.

(2) jjjtQ Q21.L As i. centralized

financial management'systax, OFC-01 budgetary control

corresponds to many of the budgetary control characteristics
of the model. The model 9mphasizas budgetary control as one
of the principle steps in the zanagmient control process.
Budgetary control characteristics Included:

(1) incorporating the plans of the organization into a

budget,

(2) measuring and comparing actual results with the

budget,

(3) reviewing and investigating variances, and

(4) taking corrective action.
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i
"NIP bulgetary control is a key element in

controlling OFC-01 funds. CNAP suhmits an annual OFC-01
bulget based on the proje=ted operating plans for the coming
fiscal year and the historical cost lata accumulated.

Throughout the year the obligations and cost data are

collected and compared to the projected budget figures for
both obligations and costs. Variations are reviewed and

OPrARs and flying hours are adjusted as required. CYAP

evaluates squadrcn and airdraft performance on a monthly

basis.

(3) S.UA 9Z •;.R]. In. the model, span of
control is described as the number of subordinates or

activities which a manager or supervisor manages. It is
pointed out that there is ao precise formula for determining
what constitutes an appropriate span of control.

The centralized natce of CNAP's control

system has created a span of control of one position
responsible for 144 OFC-01 OPTIRS ant several associated
management reports. The position is also responsible for

numerous other duties inclading assisting in maintaining the
Flying Hour Cost Report system, preparing input data for the
consolidated flying hour program cost submission to CNO, and
validat-nq the Flying Hour Cost Report output data.

(4) E191 29 12.2Bl~ UtU,1 hs stated in
the model, spending flow should go from the immediate
superior commands to suborlinate comzands in order to give
the immediate superior the "power of the purse" over its

subordinate commands. The flow of 3OC-01 funds loes not
follow such a pattern. OFC-01 funds are distributed
directly from CNAP to the operational squadron. The
Functional Wing Commanders and the Air Wing Comainders are
left out of the financial :hain. However, the functional
Winq Commander does receive an informational copy of each
BOR and is tasked to monitor the financial management

practices of their subordinate units.
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(5) •,lg~LE, jflgtX. It is pointed out in the

model that the management control system in large

organizations should have an internal review staff to ensure

that the control system is effective. The purpose of the
internal review staff is to conduct Ladependent examination

anI make reports on its findings in order to assist

management in evlauating the functiom of systems and

con trols.

.NAP's internal review staff is Staff
position Code 0191. As noted in Chapter I11, the position
is assigned auditing and foreign military sales duties as
well as its internal review duties. The position's internal
review duties include sppciising the adequacy of internal
controls and the qual. ,y of procedures for necessity,
economy, and conformity with policies and principles

established by higher aiat.ority, and recommending
improveients to correct deficiencies noted in financial
practices within the Resource lanageuent Office and other
Staff departments.

c. Constraints on the Control System

(1) Q= 1114y hs documented in the

model, collecting valid data is a major problem in control
systems. Some invalid data is submitted to cover errors,
and some because the control system isks for information
that is not available. The model al3 states that lack of
attention to reported information by top management will
result in hastily accumulated and unwalidated information
from subordinate managers.

As noted in -hapter III, twenty percent of
the OFC-01 BORs received by the '.af have either invalid

Sdata or are not received ia the preszribed format.. Lack of
valid data effects cost per flying hour calculations, which,
in turn, affect the number of 3FC-31 dollars allocated.
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They both effect future year OFC-01 fund and flying hour
bulgets.

(2) Qi0lji 2C Q2Lo•. The seconl constraint
on control systems discussed in the model is the degree of

control. it is pointed oah that it is possible to have too
few controls, which proviles little guidance, or too many
controls, which is very restrictive. CNAP's financial

reports provide a great deal of infornation to -NkP but
provide little indication that the squadron Comaanding
Officer is aware of his responsibilities for the effective

ant efficient use of reso.63 css. By issuing OPT&As directly
to squadrons, CNAP retains control over flight operations
funds on a grand scale, but deprives the Air wing and
Functional Wing Commanders a degree of their operational
control over their subordiaate squadrons.

a. Goals

Goals are defiaed in the model as statements of

planned cr desired results. Only with clear, well defined
goals can performance be 1irected, aacertainty reduced, and
communications encouraged. It is not alear the CNAP's
co2trol system for OFC-01 funds establishes either clear or
well defined goals. Although each squadron Commanding

Officer is responsible for the effective and efficient use
of resources, there are no stated measures of what is
effective or efficient. Alditionally, there are no formal
written goals established for the Flying Hour Program.

Since there are no written or formally
promulgated goals regardiag the management of 32F-01 funds
or the Flying Hou Ptoqram, there is no way of knowing if

the goals of the Squadron %ommianding 3fficer are consistent
with the goals of CNAP ant CNO. Also, referring to the lack
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of feedback from CRAP to the squairoi noted previously,
Squadron Commanding Officirs receive little or no formal
information from CNAP rag~rding how their financial
performance relates to tha overall financial goals of CNAP.

CRAP's goals ire expressed as constraints. By
the very nature of OPTARs, the OFC-01 funds issued to a
squadron are apending levels which may not be exceeded. At
the same time, cost per hour is established on the CEO OP-20

as a budget figute that r-.luires justification for
significant variances.

From the squadcon level, the manager (Squadron
Commanding Officer) is not involved In setting goals.
Squadrons do not make budget submissions for dollars or
hours. Their only input i3 through obligations and reported

j hours flcwn.

At t~e CRAP level, the Trpe Commander has an
input into the FHP goals. CNAP makes a yearly budget
submiss'on for 0!C-01 funie and annually validates the CNO
OP-20 cost per hour and projected flying hour figures.

b. Objectives

Objectives are defined as specific results

stated in measurable terms. In other words, objectives

measure output in some measurable way, usually in
quantitative terms. It is very diffi:ult to state
organizational objectives In controlling OFC-01 funds. The
basic problem is that the overall objectives of rea4iness

and training are not dire.tly expresses in quantitative
terms. This makes the overall objectives in controlling
OFC-01 funds unclear. The objectives used (e.g., specific
number of hours flown, a specific cost per flying hour, an
obligation rate) are input measures rather than output
measures. Consequently, results (output) are never really
mea sured.
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The accountinq and buidgetary systems used by CRAP

compare very favcrably with tha measusrement devices

described in the model. CKO, CINCPACFLT, and CR&P use the
operating forces accounting system (HAVSO P-3013-2) and the
CN3 directed budgetary system for the three purposes
identified in the model. rhose purposes are:
(1) as a basis for coordinating and controlling the

current activities of the organization,

(2) as a basis of evaluating operating perforiance, and

(3) as a basis for program evaluation,

The CRAP accounting and balgetary system exhibits the
following characteristics identifiel in the model.

First, they apply to stated standards of performance
(e.g., OPTkRs, obligation rates, allocated flying hours,

budgeted cost per flying hour).
Second, they tend to rely haivily on quantitative

data.
Third, cf the eight criterion Anthony and Herzlinger

list for all ccntrol devices, as noted in Chapter II, CNAP
accounting and budgetary ystsems meet ill the criter-ion with
the exception of giving more credence to surrogates than is
warranted. Because of th3 lack of g3oo output zeasures for

traininq and readiness, obligations and cost per flying hour
serve as surrogate measures of performance and ire seen as
tIa primary output of the control system.

Finally, the measures (e.g., OPTIRs, obligat.ons,
cost per hour) tend to becom. ends in themselves. In a
system of constrained budget dollars and flying hoirs,
activities pay mcre attention to reporting spenting or
obligation levels than to the actual desired output.
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K4. B IMU AUn21 Ll RL11
a. Gone ral

In the model it was shown that performance
monitoring and appraisal provides information on the status
or organizational activities and is a means to provide

feedback to working managers in ordar to modify their
behavior and to assign incentives ani rawards. At the Type
Coimander level, the control systsa is specificlly designed
to monitor performance (e.g., Dbligations, hours flown, cost

per hour) but does little to allow appraisal of that
performance. As identifial in Chapter II, the key elements
in monitoring and appraising perfor2fnce are an effective
information system, the selection of in appropriate
eviluaticn index, the establishment 3f a standard against
which to measure the actual performance, and assignment of
incentives or rewards.

b. Information Systems

The informat'.3n system described in the model

provides information to ý;he ie:ision zaker, provides data
rapidly and at appropriate intiervals, avoids information
overload, and presents data in an unlerstandable form. The
system is comprised of three min itypes of information -

financial, routine, and a variety of non-routine,

unsystematic information.
The informatian system used in the zanagement

control of OFC-01 funds consists of messages allocating
OFI 0-01 funds, BODs, FHCRs, and a series of internal
management reports used by CNAP StifE personnel. There is
also a personal information link (telephone) between Staff
personnel and the user squadrons.
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The informatiaa system p-ovides information to

CNAP on a reqular basis in a prescribed format. The
information system also allows for non-routine inputs (e.g.,
OPMAE augmentatiom requests, OPTAR advance requests,
requests for more flying hourso . However, as noted in
Chapter III, the current -"ntrol system actually forces more
information through the system than :an be adequately

processed. The information system also does not provide
routine feedback to the operating squadron. With the
exa-eption of significant ecrors or oiissions on BORs which
mu3t be corrected, the information system for the control of
OF."-Ol funds is strictly one way -- bottom up.

c. Evaluation Indax

As pointed out in the model, choosing a suitable

evaluation index is a subjective proress. An index may be
used as an aid in decislon making as well as in evaluating
performance (e.g., number of hours flown, obligations,
obligation rates). An index that is satisfactory for one
may not be suitable for the other. kithough measured by the
amount of OFC-01 funds obligated, the evaluation index for
controlling OFC-01 funds L3 the cost per flying hour (CPH).
Using such costs as an index his the two limications pointe'¶

out in the model:
(1) depending on the validity of the input data, ,:he costs

are not entirely acznrate measares of the resources
used; and

" (2) the CPR used as the stanitrd is a projected figure

based on historical atea wh:=h Joes not arcount for
the difforent operational phases (e.g., training,
working/ready duty, leployment, standown) of aviation
squadrons.

65



d. Standard of Performance

The standard of performa.- described in the

molel is often a budgeted cost and is based upon
organizational objectives and budgets or upon past
performance. The standair of perfoczance selected in the
control system for OFC-01 funds is the budgeted cost per
flying hour (CPH) as stated on the CN3 OP-20. The cost is
dev-loped at the CNO level (OP 5i) based on three years of
historical data, projectel operationil requirements and
assets, and budget submissions froa the Fleet oammanders.

e. Incentives and Awards

It is suggested in the model that i-centives and

awards are necessary for continued inproved effectiveness by
managers. Sibson (19761 points out in the model that
practically all top wanag.ment people in organizations with
incentive plans believe they make a positive contribution
(on the order of 10 per-eit) toward aore effective work.

The CNlP control system for OFC-01 funds does
not formally provide for a system of incentives and awards.
As evidenced in the inforzation syste• which is generally
bottom-up, there is little, if any, feedback to the

squadron. Additionally, since the finding and operational
chains of command do not coincide, the squadron Commanding
Officer's financial manageaent performance is not

necessarily appraised by his immediate superior, thereb-

providing no direct avenue for granting incentives or
revards.

A
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D. S URARY

This chapter has compared tho control system for OPC-01

funds used by CNlAP to the control system model develcped in

the thesis. The comparison was made regarding the

characteristics Cf control systems &ad four aspects of

control in organizations. A review Df the comparison

between the control system for OFC-01 funds and the control

system model developed in the thesis sakes it p~ssible to

hi;hlight the strengths a&! weaknesses of the ZHP control

system for OPC-O1 funds, to draw conclusions based on those

strengths and weaknesses, and to make recommendations for

improving the mamgement zontrol of Flight Operations funds.

That review, the conclusioas drawn, and the subsequent
recommendations constitute the next :hapter.
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v. gjggD|.tsl ua alid |a,|imaiLugitaO

A. GENERAL

The major premise of this thesis has been that control

must support the decision making prozess. The primary

objective has been to review the mini;ament control of

OFC-01 funds at Commander, Naval Air Forces, Pacific (CNAP)
and to make specific recommenditions for improving the
control process for OC-01 funis and, in turn, for improving
the decision making regarding the aaiagement of OFC-01
fun ds.

This chapter presents conclusions drawn from the
comparison of the CNAP control systet of OFC-01 funds with

the control model identified in the thesis and presents
specific recommendations for iaproviag the management of
OaC-01 funds. Finally, aceas of fatare thesis topics are
identified.

B. FIDUCIARY OR HINAAG3NIE CONTROL?

A major conclusion of the thesis is that the CNAP
budgetary control and finaacia repocting structure provides

effective fiduciary accounting for DFC-01 funds. This
fiduciary accounting syst9ez is concerned with the

safeguarding of assets (a.;., lollirs, flying hDurs) and tho
reliability of financial records. It is designed to assure
that:

11 transactions (obligations and flsin? hours ar
xqcute lIn acor dance with CNAPss pec fic author!zation,

(2) tran actions are :m'ordel as necessary to ermit
preparation of financial reports (Sawyar, 1981F.
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Anthony and Kerzlinger write, "Fiduciary accouatinq is a way

to keep track (mcmitor) of funds to anstifte that theý are

spent honestly" (1980, p.53). At ZLP, this fiduciary

accounting provides an excellent means of monitoring

operating force compliance with finaicial and CRO flying
hour guidance. It does not, however, assure effective
management control. As ilentified 12 C'hapter III, the major
emphasis in management control is effl-.cent and effective
use of resources. Fiduacacy a&.counting is only one part of

a management control system.
The CNAP control system relies very %eavily on fiduciary

accountinq. The CNkP Staff position (Code 019111 with
primary responsibility for managing :FC-01 funds is tasked
to "...monitor flight operations and closely administer
funds in support of the ?lying Hour Program insuring

distribution of funds for a balanced program"

(C2MNAVAIRPACSTAFFINST 5440.2E, 1982, p.2-3-151. Top level
Navy management further sipports this fiduciary approach.
CN3 guidance relating to flight hour costs calls for the
"...reportinq of flight hour costs and related flying hours
to permit monitoring of fands relatel to the Flying Hour

P•ogram, to allow for the developmant of flying hour cost
fac-tors, to insure unifornity of data reported and to insurs

conformance to Comptroller of the Navy financial reporting
requirements" (OPN&VINSr 7310.1D, 1930, p.1). ls a
consequence, CNAP's control system is very useful for
monitoring cost and flying hour data. CNAP's highly
centralized financial orgaaization collects obligation and
flying hour data directly from the operating units. The
emphasis on monitoring operations is not without its costs,

however. As noted in the following sections, the fiduciary
aspects of controlling OFZ-01 funds lo little to ensure
effective management control of Flight Operations funds.
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C. COUPIIZSONS: STRINSTIS

The comparison of the .NAP control system for OFC-01
funds with the control system developed in the model makes

it possible to identify several notable strengths and

weaknesses in the control system for 3FC-01 funds. This

section and the next section discuss those strengths and

weaknesses. The noted strengths are a sound base for the

present fiduciary system and would serve as good starting
points for a much more -omprehensivs minagement :ontrol
system.

The present syste: is very specific in stating its

operational objectives. Eipressed as constraints, OPTAR
levels, flying hours, and cost per hour are levels not to be
ex-zeeded by the squadron without Type Commander approval.

CNHP has a well developed information system for
recording the progress of its subordinate activities. CNAP

can be viewed as a highly zentralizal financial information
processinq system, The formal report structure (e.g., BOR,
FHER) and the informal oral and telegraphic comaunications

among the various command levels in the CNAP administrative
chain provide CNAP with much information. This allows CNAP
to monitor the actions of each of the aviation units under
its administrative commani.

The control system for OFC-01 funds is part of a
hierarchical financial structure whizh exists from the CNO
level to the operating level. Additionally, the BOR and
FHmR support a strong stru~tural system of collsating,
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storinq, and transmitting informatio2. Information (e.g.,
obligations, hours flown, gallons of fuel consumed) is
collected at the squadron level, re-orled in standardized
reoords, and transmitted to CN&P.

The control system for OFC-01 funds has three

separate activity measures - budgetal lollars, badgeted
flight hours, and cost per hour. Both dollars and flight
hours are established on a quarterly basis as
targets/planning figures. Cost per hour is established in
CN3 and promulgated on the CNO OP-23. All three measures
are compared at CRAP agaiast actual Dbligations, hours
flown, and cost per hour is reported by operatiag units.

The OFC-01 funds :ontrol system is built around a

financial structure -- NAVSO P-3013 accounting and OPNAV
INSTRUCTION 7310.1D flyin; hour cost reporting. The
accounting and budgetary 3ystems based on this financial
structure serve as very good measuri2g devices. They apply
to stated standards of performance (e.g., CPH, 3PTAR
levels), tend to rely on quantitative data (e.g.,
obligaticns, hours flow2, gallons of fuel consumed), and
they meet most of the criterion Anthony and Herzlinger
ascribe to control devices.

D. COEPARISOVS: WEAKNESSES

Along with the notel strengths, the comparison of the
CN&P control system for OFC-01 funds with the control system
developed in the model highlights several notable
wea knesses.
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The control system does not provide for# or require,

participation of the sqaalron Commanter in setting goals and

objectives or in the bulget process. The result is a
potential lack of goal :onlruence ani incentive at the
squadron level. Since there are no written or formally

promulgated goals regardiig the mana;ement of 3PZ-01 funds
or the Flying Hour Program, there is no way of knowing if
the goals of the Squadron Zommanding Officer are consistent
with the goals of CNAP ani CNO. Additionally, Squadron
Commanding Officers receive little or no formal information
from CNAP regarding how their financial performance relates
to the overall financial goals of MNP. As pointed out in

the model, involving the manager who0e performance is being
measured in the setting of goals not only promotes goal

congruence but also reduces dysfunctional behavior because
it reduces the chance that poorly unlerstood standards will
be set.

There is very little operational feedba:k regarding

financial matters proviled to the operat~ing squadrons.
Although CNAP does notify squadrons if their BORs are late,
there is little, if any, feedback resarding the quality of
the information provided. This paucity of feedback prevents
the squadron Commanding Officer from measuring squadron
performance and from adjusting its performance to meet
organizational goals.

There is a lack of formal Ci&P performance appraisal

(e.q., fitness report) of squadron Commanding Officers

regarding their ;erformancs in managing OPTAR dollars,
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flying hours, and flying hour costs. Without this CNAP

input to performance appraisals, there is little incentive
for the squadron Commanlia; Officer to review and validate

S •,his cost per hour information or to validate the reported
fuel consumption data on the B)R. rho validity of both
items is necessary for a successful Flying Hour Program.

'4. flu 2 QZ LIA

O0PC-01 funds flow lireztly f:.om CNAP to the

operating squadrons - bypiasing the Functional Wing

Commanders and Air Wing Commanlers. Although such a flow
provides a very suitable method for zonitoring resource

usage, it does nct provide the squadron immediate superior
in command (ISIC) with the opportunity to measure the
financial management performance of the squadro-i Commanding

Officer, nor does it provide the operational control which
comes with the '$power of the purse,' liscussed in the model.

The highly centralized natara of CNAP's OFC-01 funds

control system also contributes to iaother significant
weakness - too large a span of control. Even with a
Julgemental decision of what constitates an appropriate span
of control, the requirement for one 3taff position to
monitor, not to mention control, 144 separate 3PT&RS in the

required time frames, alon4 with othar assigned duties,
appears excessive. The time consumed just in record keeping

impairs the financial decision makin; capability of the

Staff.

The present standard of performance - cost per hour

(CPH) - is based primarily on historical data which does not
take into account the different operational phases (e.g.,
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training, working/ready duty, leploy'ent, standdown) of

individual aviation squadcons. Siaca there is no suitable

output measure of OFC-01 fands performance such as quality
of training or readiness, 3PC-31 input cost can justifiably

be used as a surrogate measure of 3F.--01 funds performance.

However, the present stanlird (based on three years past
usage and projected operatlonsi should be:

(1) more flexible in comparing the budgeted cost with
actual performance, or

(2) the CPH as established on the :NiO OP-20 Report should

be regarded as a budget Eigure and not as a
constraint, or

(3) the OP-20 budgeted Zosts shoull be divided into
categories based on the operational phases of

particular squadrons.

E. SUMMARY OF CONCLUSIONS

The CNkP control system for OF:-)I funds has been

identified as an effective fidaciacy control system.
However, as a management zontrol system it does not assur.e
the level of information cequired by N39 in supporting the

Navy Flying Hour Program nor does it insure effective
utilization of resources. The control system strengths and
weaknesses can be summarized as follows:

(1) The present system is very specific in stating its

operational ob jective s.

[ (2) CNAP has a well leweloped information system.

(3) The Budget OPTAR Report and Flying gour -ost Report
support a strong structural or;anazation.
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(4) The CNLP control system has throe separate planned

activity Measures.

* (5) The control system is based on a financial structure.

(1) Squadron Commanding 3ffi.ers &ae not involved in

setting goals and objectives ia the budget process.

(2) There is no performance feedba:k to the sluadron

level.

(3) CWAP has nc formal input to the squadron :ommanding

Officer's fitness report.

(it) The flow if OFC-01 linds does 2ot follow the

operational chain of command.

a ((5) The present span of zontrol of the CNAP Staff impairs
the decision makijag ibility of the Staff.

(6) The CNO budgeted -oat per hour (CPH) is in inadequate

performance measure for indivilual squadrons.

P. R•CORRENDITIONS

The recommendations of this thesis are centered in

two main areas:

(1) The cos 4 rol s ystea 3hould be u3ad to hold the Squadron
zanding oficer r spoasibl* tor the adequateut~ilizatn of OP.Z-01 funds, !al

(2) manggaent control 3 ofi-01 finds should o
muc tuportance as the duc ary aspects 3f the
control system.

Based on the comparisons between the :ontrol model and the
CUAP control system for OFC-01 funds and conclusions drawn
in the thesis, specific rs:oamendations are presented.
&lthough these recommendations may have application in other

75



funds management control areas ea.;., AFM), the

recommendations are aimed at improviag the decisior making

process in the management of OPC-01 funds at CNAP.
Recommendations are presented in the following areas:

(1) flow of funds,

(2) performance appraisal.,

(3) revised Budget OPIAR Report,

(4) performance measures,

(5) feedback to operating units, aid

(6) internal review.

2. Y.9_ 21 ~d

gall. As discussed previoisly , the direct flow of funds

from CNAP to operating unit does provide a means for
monitoring the obligation of OFC-01 funds, thereby enhancing
fiduciary control of those funis. However, it loes not
provide the squadron's immediate sperior in command (ISI7)
with the opportunity to observe the financial management

performance of the squadroa Cozmandii; Officer.
Allocation of OFC-11 funds tar.ugh the -haim of

command would increase the awareness of all commands in the
chain of the goals and object.ives of the Navy Flying Hour
Program (FHP). By directing funds tirough the chain of
command, the ISIC would a33ume some )f the responsibility
for reviewing and validating flight operations funds
obligations and flying hour informitlon.

An additional benefit of ISI. involvement in the

allocation and review pro-ess woull be a decrease in the
span of control of CNAP's Staff p3sition controlling OFC-01
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funds. CNAP coual hold the Air Wiag or Functional Wing

Commanders responsible for the valil.ty of inforaation
submitted by their subordiaate squad.-ons, thereby reducing
CN&P's span of cotrol from 144 to approximately 20 (6

carrier A.i.r wings, 6 Functional Wig3, Fleet MUrine Forces,
Pacific, 6 CV/rU-N, FASOrRE3RUPAC). In addition, much of the
computatiotil effort involved in sumiarizing flying hour
information could be accomplished at the levels below CNAP.
This would mnhance increased minagem.nt opportunities (e.g.,
variance ana.ysis, trend saalysis) by the Staff.

The most complex aid far reaching of the thesis

reccamendations, changing the flow of OFC-01 fuiils could
possiily requir. CINCPACFrL approval, although the author is
not avarb of any o;- icial regulatic. policy that would
preclude implementation. 7t is possible that even
without the actual change of "flow of funds," the
administrative steps of tie recommenlation coull be
implemented at CNAP. Specifically, Implementation would

require:
(1) a quarterly grant from C.1AP to the Functional/Air Wing

Commanders with the 3PTAR/Flyiig Hour grants of their
assigned squadrons,

(2) a quarterly message from the Functional/hir Wing

Commanders to their assigned sjuadrons stating the
quarterly OPTAR/Flying Hour grnats,

(3) copies of all BORs/FaCRs be sent to their applicable
Functional/Air Wing Zommander by reporting squadrons,

(4) that all OFC-01 funi and Flying Hour augmentation
requests be sent to the applicable Functional/Air Wing
Commander vice CN&P,

(5) that the responsib.ilty for vo:ifying squadron data

validity rests with the Functinal/Air Wing
Ccmmander's Staff,

73



(6) the possible addition of another billet to the
Functional/Air Wing Staff,. aal

(7) summary Flying Hour Program information from the
Functional/Air Wing Staffs for their assigned

squadrons to CNAP.

3. 1n n A Pr l i

=-Q IMI ALMM~ RU2RAQ beal a

SUILAR. gaM.• Q .• q.. Both Reily and Sheppard
(1980) and Bozin (1981) recommend linking funds
administration with funis (OFC-01, VC-50) budget execution
when evaluating the perforiance of fands administrators
(e.g., Squadron Commandin7 Officerss. Bozin's =omments

regarding the wanagement Df AF.1 fund3 are applicable to
OFZ-01 funds as well. He states,
.:he ISIC no mall, writl pthefp!rfoarice .evaluatign on the
RAS or Squadron 0ommana .g O fr0 eV, who is the primary
fune, manager. Without the ISIC irectly involved in the
flow of funds and monito.:ing of AF1 funds performance, the
chance for a substantive fltness rzport input based on AFM
nanigement is unliýe_. y. Type C amanders should direct
evaluators to specifically consller AFM funds mana qaament
in conducting performance .valuations. This should also
be done by Combanding Officers whea evaluating their funds
d ministrators (Comptrol iersi. * h.• combination of -these

two re~ommendat�?ns woul2 contributa signlificintly to an
increased incent .ve to rDre ef ficifntly and effectively
manage kFM resources (1931, p.791.

Furthermore, direct evaluitIon of resDurce management
performance provides incentive for t~e squadron Commanding
Officer to carefully review and valilate his cost per hour

information and fuel consumption dati as it is reported on
the BOR or FHCR. In the long run, sich steps will enable
the CNO to present a more viable, lefensible Flying Hour

Proqram to Congress.
This reccumendation could be easily implemented at

the Functional and Air Wing Commander level. It would

require a statement in the fitness reports of Sguadron
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Commanding Officers regarling their zinagement of financial
an' Flying Hour resources. This recommendation relies on
the Functional/Air Wing Commander being in the official flow
of OFC-01 funds or in the administrative flow of all
correspondence relating the financial and Flyin; Hour
management of their assigned squadrorus.

12 gjje•. The revision should be lirected at making the
squadron Commanding Officer more awars of his goals and

performance, emphasizing the importance of the information

required to support the FHP, and e.ihincing the ,anagement

control of OFC-O1 funds at CNAP.

As noted in Chapter III, td. BOR is the primary

man-.gement tool used in morjitorin4 aid managing the funds

*I and resources allocated to support tie FlHP. The OFC-01 BOR

reports three items of importance in the management of
OFC-01 funds:

(1) cumulative obligatioas,

(2) hours flown luring the month and cumulative flight

hours flown fiscal yaar to date, and

(3) gallons of fuel consumed during the month.

This information is combined with information reported on
the hFM (OFC-50) BOR to prepare the Flying Hour Zost Report

(FHCR) which is submitted to C,13.

The present OFC-01 BOR, shown in Figure 3.2, is used
by CNAP to measure squadron compliance with budgetary

objectives. However, the 3FC-31 BDR gives the squadron
Commanding Officer little seasure of his performance in
relation to the CNO budgeted cost per hour.
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It is recommended that the present OFC-31 BOR be
molif. ad as shown in Fiures 5. I and 5.2. The modification
emphasizes the importance of FHP information, por-ides
information to make the sqaadron Comiandiag Offtcer more
aware of his goals and pecformance, and, because of its
required cost per hour computation, brings immediata
attention to any inaccuracies in tas reported fuel
consumption. The modificition also proVides a feedback loop
between the Type Commander and squadron by requiring the
squadron to justify significant variirces between actual and

budgeted cost per hour. rhis recoamandation can be
implemented at the CHAP lavel. It raquirss changing the

instructions for Budget OPEr& Report preparation provided in
COINAVAIRPACINST 7303.11E, "Finaancial Management of
Resources; instructions c:nceraing."
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R192200Z DEC 82
FROM: aTKRON TWO TWO
TO: F&ADCPAC SAY DIE30 Cl
INFO: CONNIVAIRPV C SAN DIEGO CA

COdLAWINGPAC LEMOORE CA
COtiCA SWING FIFTEEN

(INCLAS//N07330 //
,N&P PASS TO 019; CLVP PASS TO SUPPLY

FLT OPS BUDGET REPORT (3PC-01)

1. DEC/R09561/702E/57025h/PY83/000252

2. BLOCKS

421) (22).9 (23) (
4B 211,44149 .00 21l,'4d4 . IE

72010.00 .00 2,010.00 AAE?91 101 .84 .00 10)1.84, AAZ?

TOTAL 213,556.83 .00 213,556.83

29 007/3 0") 8/3 009/3 13TAL

30 26,737.81 31,186.73 132,513.44 190,437.98

31 510,000
32 11-9-82
33 11-9-82

3. FLYING HOUR COST DATA

(34) (35. .37) (33) (39)

AAEP 4 156,368 133 337

'40 A B C D

JP4 0 0
JP5 155v368
AVGAS
TOTAL 0 3 155,368

41 A B C D
AAEF 832 901 354

42 QCUARTERL! CPH IS 8% ABOVE BUDGETED CPH DUE
INC EASED LOW LEVEL TRAINING IN DE.:EMBER.
43 17

4 LCDR. R.N. BURTON, AV 878-2535.

pigars 5. 1 RItVISID 3tPC-01 BUDGET OPTkR REPORT (DOR).
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1. Delete blocks 25, 25, 27, 28, 3(4, 35, and 36.

2. &dd paragraph 3. - Plyin; Hour Cost Data.

3. Block 34: applicable aircraft TEC.

4. Block 35: the number of operat ing aircraft in
squadron custody as of 24 0 3n the last ay of the
report month for the pplicalerE.
5. Block 36; the number of galloas of JP-4/&VGAS
consumed 4uring the repoct month fo-r the applicabler EC.

5. Block 37: the number of galloas of JP-5 consumed
uring the report month for te app licable TE.

7. Block 38: the flight hours flowr durinn the
report month plus any flI ht hour adUustmen to
previous reported flight •ours for t e applicable TEC.

3. Block 39: the actual cumulat.ve flight hours
accomplished for the FYTD by applizable TEC.

9. Block 40: same as Block 34 of present BOR.

10. Block 41: Cost per hour compa1tation. Under
column."AI" enter applicable rEC. Under column "B"
anter budgeted cost par hour. Under column "=" enter
computed qua-terly cost per hour, Subtract FYTD
through prev3aous quarter obligatioas and hours from
current FYTD obligaions and sours. Divide
obliZat ons or the quarter by hours flown for the
quarter to obtain quarterly cost per hour. Undercdlimn "D" ent coutal F YTD cost oer hour.

-vide FYTD D~bli at ans by FrTp cuzalative flighthours to obtain FYTD cost per hour.

11. Block 42: Amplifying inforzation. Remarks
required for the followin conditions:

a. late BOR submission,
b. quarterly cost oer hour differs f om the
granted cost per hbur 3y more than plus or minus 5
percent..

12. Block 43: Type Conzander Data.

13. Block 44: Verifying official.

Pigure 5.2 INSTRUCTIONS F3R REVISED 0F-01 BOR.
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Wg AsIA 992t 29Z ý24 MELUALS- Ih~il

Ul.. The cost per hour astablishel in the CN3 OP-20 is a
budgeted figure based on the projected average fleetwide
cost per hour for a given rype/Model/Series (THS) aircraft.
The CPH does not directly apply to the different phases of
squadron operations. There are si;nificant differences in
the flying hours flown and OFC-01 famd obligations for an

operating squadrcn between the four operational phases -
training, dorking/ready daty, leployaent, and standown.

As Type Commander, CNAP can ise historical data to
establish cost per hour livels that zorrelate to the
operatiornal phases of his assigned sluadrons. costs per
hoar based on the operational phases of the squadrons would
be more realistic objectives for the squadron to achieve and
would provide a viable standard to be used to measure the

performance of squadron C~amanling 3fficers.

This recommendation could b3 implemented at either
the CNO (OP-51) lesel, or at the CNAP level. Since CPH is
based primarily on historical data, implementation would
reguire identifying those reported -osts applicable to the
various operational phases of assigned squadrons.

Identification could be azzomplished by coding the BOR/FHCR
for the operational phases. Once the data base is

established CNAP and the 5uadron Zoimanding Officer would
have a more realistic measure of squadron budgeted cost per
hour execution._
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FQu Mull £k M~ 21111LI fit 12311t clu rIye 112.;Ak12A

,M Nanagement control would be enhanced by

disseminating the following information down the chain of

command:
(1) actual monthly/quarterly TMS cost per hour versus

standard cost per hour,

(2) those squadrons/actlvities that consistently submit
valid obligation, flying hour, and fuel consumption
data within the prescribed time frames, and

(3) the number of units requesting OPTAR and/,r flying

hour augmentations, the number of each not granted,
and the reasons for .ot ;r&ntiag the requests.

Feedbac2% of this type woull enhance the management control
of OFC-01 fundv in three 3pecific waVs. First, It tells the
operatiig unit that attention is being paid to the
informatfon submitted in tie B3R, FH-R, and augaentat.ion
requests. Second, by identifying thosq commands with good
performance, it encourages the operating anit to submit
valid information. Third, it proviles the ISIs and unit
commanrlers with CHAP's hS3essMsnt of uniZ financial and
flying hour management porform-nce.

Implementation reg•ires urnilateral action by the
Staff, CNAP. The information to be provided to the
operating units and Funct!Dnal/Air Wing Commanders is
readily available and the reported :PH versus standard CPH
is already reported in Staff internal management reports.
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G. SURNARY OF RJEORRINDAMONS

Based on the analysis of the thesis and the conclusions

presented, the following recommendations to improve the

management control of OfC-31 fands were made:

(1) Allocate OFC-01 funds through the operational chain of

command.

(2) Fund administrators' performance evaluations should be
linked with their OFZ-01 funds budget execution.

(3) The format of the B3R should be revised.

(4) The budgeted cost par hour standard shoull incorporate
the different operational phases of aviation units.

(5) CNAP should provide feedhack oa DFC-01 funds

management to all operating units and their ISICs.

H. SUGGESTIONS FOR FUTURR STUDY

There are two areas reiated to Flight Operations

(OFC-01) funis management and the lary Flying Hour Program

(FHP) that are suggested for future study. First, the
relationship between budget executioa and aircraft readiness

should be examined. Second, the validity of cost pr hour
(CPH) as a measure of performance fo: the Flying Hour
Program (FHP) is should be investigated.

The ultimate goal of aay military' organization is

readiness. In aircraft squadrons, readiness is measured in

a number of ways (e.g., percentage of trained crews
available, training level of the available crews, airframes
available). Cost per hour is a statistical measurement of
the average cost per average hour of aircraft operation.
The cost per hour aeasuresent is an indicator of the cost to
fly a given number of hours, whereas a readiness measurement



such as aircrew training readiness is; also a function of

flight time. "What is the cost of ritadiness?" is a question
being asked by many sources in.ludin;f the Congress, the
Office of management and Badget, and Department of Dafense
itself. "What is the cost of aircral't readiness?" :Ls an

area of potential future research.

OFC-01 funds cost per hour (CPHI is a statistical
figure based upon historical fund obLigation data. rhe CPH
is an indicator of the resources required to support a
certain amount of flight time. The :PH is used by CNAP to
measure the perfcrmance of reporting squadrons in meeting
the budgeted cost per hour objectives established in the
OP-20. As developed in this thesis, and the theses by Reily
and Sheppard (1980) and Bozin (19821 , direct aviati.n
support funds management is principealy fiduciary ir. nature.
CPH compares resources expandel to tours flown. The: FHP, on
thai other hand, is established to sutpport operatione1. and
traininq requirements. Operational or training 'ree!diness'
is the desired result (e.g., hours 'Lown for a33ign-id

mission, carrier qualifications). •eh FHP is badgeted and
funded based on the historical cost per hour. While
readiness is the desired result oZ tie FHP, the actual
measure of the program is Cost per hour. There appears to
be no correlation between -PR and the achievemet or:
maintainence of a level of readiness. Thus, the validity of
using cost per hour as thie measure of performan=9 for the
Navy Flying Hour Program should be i.vestigated.

I. SUMINARY

This thesis has examined the MUnm.gement control of
OFP1-01 funds at CN&P. An attempt 'ias been make to prov!.de

information that will be useful in izproving the management
of those funds. As noted in the conzlusions, the existing
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coatrol for OF?-01 funds provides filuciary control and is a

sound basis for improved zinagement control of )FC-01 funds.

The recommendations presented provids an opportanity for:

(1) the Squadron ComminlIng Offiz-ars to compare squadron

performance With the CNO budgeted cost per hour, and

(2) facilitating more a::uruate reporting of fuel

consumption data.

The benefits of implementing the recommendations of the
thesis vould accrue to CNkP and the Navy as a whole.
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THE FEDIRLL BUDGET PROCESS

The federal budget process is composed of overlapping,

interrelated cycles, ant may be broken down into four

distinct phases. These four phases ire termed: (1)

executive formulation and transmittal; (2) congressional

enactment; (3) budget execution and :ontrol; ani (4) review
ant audit. The first phase is furthar broken down into
three stages: planning, programming, and budgeting. The
four phases are described in this appendix. Ex-ept where
noted, the material is drion from th. Practical

Comptrollership Course, Student Text, of the Naval
Postgraduate School, Second Edition, pp. A-3 to 27.

A. EXECUTIVE FORMULATION &ND TR&ISKXZTAL

The executive formulation phase Df the budget process

provides the basis for decidin; whicz programs in aqency
should pursue in an effort to achieva its overall goals and

objectives. This process is extremely complex in an agency
as large and diverse as t.h3 Department of Defense (DOD),
especially given that agenzy's broid goal of providing for
tha national defense. in order ýc give some structure to
the decision-making process within his Departmeat, Robert
McNamara, Secretary of Defense in tha early 1963's,
instituted the Planning, Pcoqrammiag, and Budgeting System

(PPBS). Two valuable improvements to the decision-making
process accrued with the advent of PPBS. First, focus was

centered move on objectives and purposes, and the long-term
alternative means for achiaving them, rather thin merely on
the existing base and incremental improvements t., it.

89



Second, the process of pro;ramming brought together planning
and budgeting by defining a procedure for the equitable
distribution of available resources among competing

proqrams. Based on sound prinziples, the PPBS system was
incorporated into other government &aencies by the
mil-1960's, but in 1971 it was "...officially abandoned by
the federal government....Its basic-ideas, however, live
on...under other labels, in the federal
agencies.... (Indeed) , the system continues esseatially
unc.hanged in the Departmeat of Defense" (Anthony and
Herzlinger, 1980, p.304) .

The three phases of PPBS may be described as follows:
(1) PLANNING. The planning phase begins with the
preparation and submission of the Joint Strategic Planning
Document (JSPD) by the Joint Chisfs of Staff (JCS), which
assesses the threat to Jaited States security and develops
force objectives to assace that sazurity. The Secretary
of Defense (SECDEF) uses the JSPD, along with Dffice of
the SecretaZy of Defense (OSD) inputs to formulate his
Defense Guidance for program development. This is issued
to the three military departments and concludes the
planning phase.

(2) PROGRAMMING. In the programmiag phase the Defense
3.udance strategy is translated into program force
structures in terms of resource raluirements, including
personnel, material, and money. This is done by each
military department in the form of Program Objective

9emoranda (PON). The Nivy ?3M, for example, is the
Secretary of the Navyl's annual rscoumendaticn to SECDEF
for the application of Department of the Navy (DON)
resources. The JCS then issues a Joint Program Assessment
Memorandum (JPAH), which gives JCS views on the adequacy
of the composite force &nd resource levels presented in
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the departmental POMs. SECDEF analyzes the JP.L1 and POts

and then develops a Program Decisi3a Memorandum (PDM).

This PD! forms the basis of his program recosaendations to

the President and is the final step of the programming
phase.

(3) BUDGETING. This is the last step in the PPBS cycle.

In this phase the programs diveloped and approved in the
preceding stage are translated into annual funding
requirements by their respective service. These
requirements ate forwarlad to OSD where SECDEF makes his
final choices of recomme.ided programs within any

appropriate budget planning constraints. The final OSD
budget estimate is then forwarded to the Office of
3anagement and Budget (.•1B). After taking inputs for all
lepartments and agencies, OMB prepares the President's

budget for submission to Congress.

B. CONGRESSIONAL ENACTMENE

Following the executive formulatLor phase of the budget

process is the Congressional enactzent phase. rhis process
6is governed by the Congressional Bulgat and Impoundment
Control Act of 1974. Although it contains several
significant provisions, the one most relevant t3 this paper
is its establishment of an orderly, structured .zongressional
budget enactment process. The Act bisically provides for
four phases to this process which are described below:

(1) BUDGET SUBMISSION. By November 10th the President
submits to Congress a carrent services budget, which
estimates the cost of continuing all current programs at
their present level. Within 15 lays after Congress
convenes in January, the President submits his annual
budget including the DefEnss budget as p::epei::,-!-* •.a the
iixecutive formulation stage. Shortly thr':a!•e.',
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Congressional committees begin hearings, including

testimony for both proponents and 2pponents of the

programs, in order to fally investigate and analyze the

budget.

(2) AUTHORIZATION. In the budget enactment process

Congress follows a two-step authorization and

appropriation procedure. In this ?hase they complete the

authorization step. This is the enactment of specific

legislation authorizing an agency to pursue particular

programs or activities. It loss not provide funds, but

normally sets maximum dollar amoaats to be appropriated or

maximum manpower force levels for specific programs.

Authorization legislation for the ariformed military is

under the primary cognizance of the House ani Senate Armel

Services Committees. Daring this ?hase Congress also

adopts the First Concurrent .esolution, which is an

estimate of gross revenue rezeipts and budget expenses.

It establishes spending targets, tle level of budget

surplus or deficit and the level of public debt.

(3) APPROPRIATIONS. on:a a prograi receives

authorization, it acquices tie fuals for execution through

the enactment of appropriations legislation. This process

Is steered by the House and Senate Appropriations

.Committees and, for the military secvices,. their Defense

subcommittees. These appropriati3as are basically

leveloped within the Co.1straints of the previous

authorization legislation.

(4) RECONCILIATION. In this phase Congress adopts the

Second Concurrent Resolution, whium either reaffirms or

revises the First Concurrent Resolution and modifications

thereto. If necessary, it reconciles any differences

between the two resolutions and establishes budget
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ceilings by functions ant a floor Eor budget receipts.

?heir action results in the annual budget of the United
States government.

C. BUDGET EXECUTION AID C3NTROL

Once the budget is enazted by .:ongress it bzcomes the

financial plan for operatians Df each specific agency.
Normally appropriations and other buigstary resources are
apportioned by the Director of OMB t3 the agencies on a
quarterly basis. The main objective of this apportionment
system is to ensure the effect-ve nia orderly use of the
funds and preclude over-obligation.

D. REVIEW AID AUDIT

This final phase of the budget process runs both
concurrently with the earr:ition phase and following it. The
individual agencies are r-sponsible Eor ensuring that the
obligations they incur ara in accorl with the appropriate

legislation and cther existing laws ind procedures.
Additionally, 0MB and the 3eneral Ac.ounting Office (GAO)
conduct reviews and audits of the arncies.
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AUTHORIZED OF.-01 FUND EKPENDITURES

(11 Fuel and lubricants f•r aircraft

(2) Aviators equipment - NVAIR allowance list 3035QH pertains
(31 Colored jerseys - utilized to idantify squalron personnel used in

the launch and recovery of aircraft
(4) Consumable office supplies

(5) Aerial film and recrling tape used in flight

(6) Line crew safety equipment

(7) Liquid/breathing oxygen and nitr3gen
(8) maintenance/servicing costs at (13AF bases (flight packets)
(9) Forms and publications (Navy stock system)

(10) Atttorney's fees - in foreign coantries with TYCOM approval
(11) Professional publications; incltaiding books and magazines

(12) Squadron plagues - fo. CO, XO aid retention efforts (see

COfNAVAIRPAC SAN DIE30 CA MSG 141701Z FEB 31)
(13) Incentive awrds - as prescribei in SECNAVINST 1650.24 series

(EXTRACTED FROM NAVSO P-301.3-2 APPENDIX 11)
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E LY! FLI1 NG OBUR PROGRAN

k. PURPOSE

The purpose of this appendix is to lelineate the

methodology utilized to pr~duce the .Iavy Flying Hour Program

B. BkCKGROUND

The Flying Hcur Program is the =--plex statement of all

requirements, btidgeted hoics, associated costs, fuel usage

Sand readiness milestones for Naval Aviation for:as. The

faators used to delineate the progran have been developed by

Fleet Commanders, in conjaaction with the OPNAV Staff,

through experience and ongoing revie.w. These factors are

designed to present from a macro poiat of view, the Navy

FHP.

To provide a least common lenomiaator for comparison and
costing purposes, the FPP is expressed in terms of hours.

Many of the factors reprcasant averages and are aot intended

to depict fully the minute detail of the program.

It must be understood that, in the Navy, the Fleet

Commander has full authority aad rasonsibility for the

execution of his assigned mission within allocated assets.

To this end, the exhibits which compcise the FHP are guides
to be utilized in the exeaution of tia overall nission.

The bulk of the FHP (73%) is contained within
CINCLANTFLT/CINC &CFLT programs. The Undergraduate Pilot

Training Program (UPT) .comprises 25% of the FHP and the
rea ia.ning 5% is in the CIN,*-USN&VEURs, CN3,, and C,3 programs.

Each of these major components will •s discussed

individually below.
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C. ?LENT PROGRAM

The Fleet Comanders' PHP's are divided into three major

categories:

"(1) TACAIR/ISW, operational combat units;
2),FJEfTREkADINESS SOU&DRON-, units which providens ation and refresher tralinn;;

(3) FLIET TACT;CAL SUP3P1T, ian'6t ,ihh i u pprt fleetair,
uea ank shore based missions. o F at arineWorrce .(FtIF)
Erograms are included as part of the appropriate Fleet
ommander's FHP.

D. T&CAIR'/&SI (SCHEDULE Ll

The key factor here is the force levels (UE)

assigned to each fleet. FHP force levels are derived from

the FYDP document known as the Aircraft Program Data File

(APDF). To account for increasing/decreasing force levels

(e.g., F-14/F-4) an averaging technique is employed to

produce the number of aircraft to be operated, on the

average, for each of the FDP years.

2. qJJ

For each type sguilron a flight crew manning factor

has been derived which letarmines ths- number of crews
required for that organization to -irry out its assigned
mission. This factor is kaown as the CREW/SEAT Ratio (CSR).

3. UU

For each type aircraft, the Fleet Commander has

determined, through experience, the iour milestones to
maintain stated objectives. The "yardstick" is Primary
Mission Readiness (PMR). ?MR is those hours rejuired to
maintain the average flight crew qualified and current to

perform the primary mission of the assigned air:raft; to
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include all-weather/day/night/carrie r operations as

appropriate.

To provide guidelines for the squadron commander for
the execution of his traiaing progran, each Fleet Commander

publishes a Training and Readiness Minual (R/T Manual).

These manuals are approved by CNO. rhey delineate those

evolutions deemed essential to attaiament and maintenance of
the desired readiness level. rhese zilestones ace equated
to a number of flying hours required for their zomple-ion.
These numbers are averages of averagas - accounting for the

relative experience and skill levels of all assigned crews.
These average numbers reflect leploy.d as well as

non-deployed milestones.

It must be noted that there Ls no intent in the FHP
or the R/T Manual to imply that every crew will be allocatea

the prescribed hours nor that they will achieve each of the

R/T Manual evolutions every month, but that they will
average that number of hours/evolutions (or less) over the

entire year.

4. COMPUTATIONS

Force Levels (UE), Crew Seat Ratio (CSRI , and PMR

hours are combined as follows to compute the anaual FHP
requirement for each TACAIR/ASW squadron:

UE X CSR = CREWS CREWS X PMR HRS X MONTHS + SrAFF HPS =

RQRMNT

For example, the annual requirement for 8 squadrons of

F-14's would be:

ACFT X CSR = CREWS 96 1.21 115.2

CREWS X PMR HRS X MONrHS + SrAFF HRS = RQRMNT 116.2

23 12 1680 33,7s0
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rACkIR/ASW Program Factors are:

&CFT NAVY CSR PHR HRS ACFI MARINE CSR PMR HRS

A-6 1.15 25 A-4 1.40 23

Ek-6B 1.50 25 A-6 1.25 25

k-7 1.42 23 AV-8 1.40 21

&-7E 1.42 25 EA-6 1.25 25

'-4 1.17 23 P-4 1.25 23

P-14 1.21 23 H-46 1.10 27

E-2 1.25 29 H-53 1.10 28

E-1 1.63 29 OV-1O 1.20 23

RA-SC 1.25 20 KC-13) 1.80 49

RF-8G 1.33 23 AH-1 1.10 27

H-2 2.30 29 0H-1 .85 28

S-3 1.50 32 RF-4B 1.40 23

P-3 1.38 52

R. FLEET READINESS SQUIDR3NS (SCHRD3LE B)

The hour requirement for FRS squil.ons is a function of

tha number of students to be trainad. Students are

programmed by category, eiýh citegory requiring a prescribed
number of hours to train; resulting in the required hours.

1. CkZ"!2RI

Category descriptions are is follows:

I A new pilot right out of UPT.
II 1 trinsition pilot; fleet exper!anced but not in this particular

airplane, but not current.

III A refresher pilot; fleet experi-nced in this particular airplane,
but not currbnt.

TV A rersttpltwth cons-ldariblt xe ience ý.n thstj
aircrat u o current (prospectve Co, o Air ng der).

V Special student (Fercy Pilot, F~ceign Pilot, etc.).

i "9
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2. lS

Syllabus hours plus all overhead hours required to

completely train the studa~t (chase flights, adversary
flights, incomplete flights, reflys, maintenance test
flights, weather aborts, etc.)

F. FLEET TACTICAL SUPPORT (FTS) (SCHEDULE C)

1. 11011

Annual planning fa.-tors (utilization rate) are

maintained for each aircraft assigna! in the FTS role.

These rates are updated by: (a) past year accomplishment,

ani (b) Fleet Commander input.

2.

Aircraft forces are assignal to FTS by OPNAV to meet

projected support requirexants.

3. q~dBR&J;Q

UTILIZATION RATE X FORCES = HOURS REQUIRED

G. UNDERGRADUATE PILOT TRAINING (UPr1

Annual planning factors are maintained for each aircraft

as a function of the Pilot Training Rate (PTR) mix of Jet,

prop, and helicopter pilots to be trained. Program

requirements are computed by CNET anI forwarded to CNO
(OP-51C) for inclusion in the overall FHP.

H. STATZ OF READIVESS

Fiscal constraints over the past several years have
necessitated reduction below the level of Primary Mission
Readiness. OSD and CNO have a-ceptel as a minimum 88% PR
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(TkCkIE/ASW) for the long term. 85% )f established Fleet

Tactical Support requiremeRts will sapport this reduced
readiness level. Readiftess Training Squadrons and UPT

requirements must be met to provide a stable personnel
situation and long term readiness through 100% training. To
maintain deployed forces at an adequate level of readiness,

they are allocated sufficient assets to support full PHR.
Units in vorkup phase, preparatory to deployment, are also
allocated full P[R hours. This procalure proviles

ac:eptable readiness for tiese for-es, at the ezpense of

non-deployed units.

1. CINCUSN&AVUR/CMO/CHC PROGOMS

The NAVEUR, CNO, and •IC FlP's are primarily

adainistrative support pr3grams. Hoir requirements are

derived in the same manner as FTS (S:REDULE C) requirements
for CINCLANT/PAC ML.

10)
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GLOSSARY OF ACRONYMS

AFM AVIATION FLEET MAIiTENANCE

APF ANNUAL PLANNING FIGURE

CNJ CHIEF OF .AVAL OPERATIONS

COMNAVAIRLANT COMMANDER, NAVAL AIR FORCES, U.S. ATLANTIC FLEET

COMNAVAIRPAC COMMANDER, NAVAL AER FORCES, U.S. PACIFIC FLEET

CN&L COMMANDER, NAVAL AIR FORCES, U.S. ATLANTIC FLEET

CNAP COMMANDER, NAVAL AER FORCES, U.S. PACIFIC FLEET

CPH COST PER HOUR

FAADCPAC FLEET AZ:OUNrING AND DISBURSING CENTER PACIFIC

FASOTRAGRUPAC FLEET AIR SPECIAL OPERATIONS TRAINING GROUP PACIFIC

FHCR FLYING iOUR COST REPORT

FHP FLYING HOUR PROGRA.

FYID FISCAL YEAR TO DATE

NAVCOMPT COMPTROLLER OF THE NAVY

OB OPERATING BUDGET

OFZ OPTAR FUNCTION CATEGORY

OFC-01 FUNDS FLIGHT OPERATIONS FUNDS

OPNAV OFFICE OF THE CHIEF OF NAVAL OPERATIONS

OPTAR OPERATIN3 TARGET

OP-20 CNO FLYING HOUR PROGRAM BUDGET DOCUMENT

OSD OFFICE OF THE SECRETARY OF DEFENSE

O&MN OPERATION AND MAINTENANCE, NAVY APPROPRIATION

POL PETROLEUM, OIL AND LUBRICANTS

SECDEF SECRETARY OF DEFENSE

TEC TYPE EQUIPMENT CODE

THS TYPE/ZIODEL/SERIES

TYCOH TYPE COMMANDER
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